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Up slightly. The BLS Revised Consumer Price Index 
shows a gain of 0.1 per cent and 0.1 index points 
between March and April. The latest all-items figure 
is 113.7 per cent of the 1947-1949 average. Converted 
to the Old (1935-1939 = 100) Series, the April index 
stands at 190.1. 


Employment during April was at an all-time high for 
the month. The number of workers employed in 
nonfarm establishments was 48.8 million, 1.3 million 
higher than a year ago, and manufacturing employ- 
ment rose about one million. 


Average weekly earnings of manufacturing produc- 
tion workers: $72.10 in March, up 93 cents from 
February. The hourly pay average was up one cent 
over February and two cents over mid-January—just 
before wage controls were lifted. Average hours 
worked in March: 41.2, up from 40.9 a month earlier 


Steady at 242 in April as in March (1935-1939=100, 
seasonally adjusted), the post-World War II high, 
after climbing from 193 last July. Only 1944 and 1945 
have been higher; the 1943 monthly average was 239; 
in 1946, 170. April steel production declined slightly; 
the output of durable goods rose slightly. 


Up $1.6 billion in March over February to a seasonally 
adjusted annual rate of $282.5 billion. The rise in 
labor income accounted for the boost. Proprietors’ 


income, including farm, business, professional and 
rental income, was down. 


A big increase, $429 million, in March over February 
to $25.675 billion—up $5.1 billion from March, 1952 
Automobile sales, inflating installment credit, caused 
the gain. Charge accounts were down a little. 


The work-stoppage level was lower during the first 
three months of this year than during the same period 
in 1952. Number of workers involved and man-days 
of idleness both dropped about 25 per cent. Number 
of strikes was down 10 per cent. From February to 
March, however, there was an increase. For February: 
550 strikes, 200,000 strikers. For March: 650 strikes, 
230,000 strikers. 


Industrial and commercial enterprise fatalities have 
dropped off in the first four months of this year as 
compared with 1952. The four-month total for 1952 
was 2,785; for 1953, only 2,181. Monthly averages: 
1950, 784; 1951, 672; 1952, 634; so far in 1953, 545 
In 1932 there were 31,822 failures—2,652 per month. 
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Comment on 
Current Labor 
Problems 





Guaranteed Annual Wage 


By OTIS BRUBAKER 


INTEREST of 


and the 


worke rs, employe rs, 


public as a 


4 ban 
the government 
whole in the subject of the guaranteed an- 
nual wage is readily understandable. The 
desire for individual security and, through 
it, group security in the form of a stabilized 
economy is universal. Continuity of em 
ployment and/or income is a basic goal, the 
desirability of which is challenged by no one 


Viewed by some as the panacea for all 
economic ills and by others as a visionary 
idea impossible of achievement, the guar- 
anteed annual wage—as it has emerged upon 
form of 
unions is neither 


scene in the demands 


industrial 


the current 
by the large1 


For an understanding of what is likely 
to be one of. the most important collective 
bargaining issues in the period just ahead, 
and in order to assess the implications of the 
adoption of various forms of guaranteed 
wage plans, it is necessary to examine what 
actually is being demanded by organized 
labor. This should be self-evident. But, 
judging from the nature of a large part of 
current discussion devoted to the subject, 
it would that numerous industry 


spokesmen and others are determined to be 


seem 


nonresponsive to the demands now being 
made. They 
some imaginary guaranteed wag 
which is not on the bargaining table. Ob 
jectively, it would appear that detailed and 
concrete studies are called for—studies which 
would have as their primary purpose the 
determination of the feasibility, or the lack of 
it, of the proposals advanced by labor in the 
light of past experience relating to employ- 
ment, labor turnover, cyclical unemployment, 


prefer instead to rant about 
proposal 


seasonality as it pertains to particular busi 


ness operations, cost and the like. Instead, 


The Developing Law 


we are usually treated to vague argumenta- 


tion as to the imagined costs, and the alleged 
impossiblity of providing wage guarantees. 
Even the discussions of cost are related not 
o current demands, but rather are addressed 
to the 


Vane ed 


very first bargaining demands ad 


about a decade ago 


Unfortunately, the term “guaranteed an- 


nual wage” as used to describe the current 


aims and demands of the larger industrial 


unions is perhaps too generalized a term 


and has, therefore, tended to obscure, first, 


the essence of the goal; and, second, the 


simplicity practical nature of what is 


remost, organized labor is 
goal of full-time employment 
ind. Work is sought—not idk 
There 


increase paid leisure time by means of guat 


ness 


is no attempt being made to 


fact. the reverse is 
that the 


wage plans In 
firm 


anteed 
true It is the expectation 
achievement of meaningful wage guarantees 


our econom 


in a substantial part of 
result more work 
le idk could : 
ticipated. There can be no question but that 


properly f 


opportunities 


time than otherwise be ar 


rantees, if mulated, 


a powertul itive towards 


nce! 
insofar as it 


efforts 


regularization of employment, 

ved through the joint 
and the 
In addition, there are strong indications that 


plans, by 


management, labor government 


guaranteed contributing to 


Wake 


power and lessening economic 


can bring about important oper 


ating economies and over-all, increased 


productivity, thereby promoting employment 


opportunities 
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It is only in the absence of steady em- 
ployment that the guarantees suggested 
would come into operation. Simply put, 
what is proposed is that workers be given 
reasonable assurance of work and/or income 
on an annual basis. 

A variety of proposals have been made 
with respect to the methods by which such 
guarantees can be put into effect. Perhaps 
the simplest form of guarantee now advo- 
cated was that proposed by the United 
Steelworkers of America, CIO, in its 1951- 
1952 negotiations with the steel industry. 
The Steelworkers’ demand was for a guar- 
antee to employees with three or more years 
of seniority of payments, in the absence of 
work, of 30 times the employee’s hourly 
wage rate (that is, incentive earnings, shift 
premiums and other premium payments 
were excluded) during each un- 
employment for a period of lay-off up to 
52 weeks. Such payments were to include 
unemployment compensation and were to be 
paid only as long as the employee was will- 
ing and able to work. This supplemental 
unemployment compensation was to be paid 
from a fund financed by a maximum contri- 
bution by the steel companies of 6.5 cents 
to 7.5 cents per man-hour worked. In order 
to meet the companies’ undocumented as- 
sertions that bankruptcy could allegedly 
result from the adoption of a wage guar- 
antee, the union proposed that the total 
liability of the companies would be limited 
to the aforementioned fund. 


Ww eek of 


The proposed weekly level of payments, 
inclusive of unemployment compensation, 
was approximately 65 per cent to 70 per 
cent of the employee’s normal earnings for 
40 hours of work. Through this demand, 
the union was looking toward regularization 
of employment in the steel industry but, 
in the absence of such, it sought a provision 
that would result in a more adequate, but 
still only partial, measure of security for 
regular employees (those with three or more 
years of seniority) for a maximum period 
of one year if employment opportunities 
were not available in the one-year period 
following lay-off. 

When this union guarantee proposal is 
concretely reduced to its component parts, 
it is indeed difficult to understand why any 
pretense is made that the Steelworkers’ 
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plan is impossible, conducive to bankruptcy, 
or so complex that the industry cannot un- 
derstand its implications. And, viewed in 
the light of repeatedly expressed industry 
interest in achieving the goal of income 
security for its workers, it is even more 
difficult to understand the industry’s recal 
citrance which reached the point in 1952 of 
a refusal even to cooperate in joint studies 
which would perhaps result in more precise 
estimates of the cost of the union’s proposal 
based on long-range past experience in de- 
pression years and in relatively prosperous 
periods. Labor could not at this stage be 
critical of industry’s unwillingness to 
assume a blank-check, financial burden in 
the form of an unlimited and unconditional 
guarantee. Once labor has proposed a limited 


too 


guarantee, it does seem only fair that man- 
agement should address its attention to that 
proposal. Certainly it has no warrant to 
continue to complain about vague and poten- 
tially tremendous costs when the union has 
offered to fix by contract a maximum cost 
at 6.5 cents to 7.5 cents per hour. Such a 
guarantee would “cost” no more than a wage 
And few 
that a 
per 


increase of the same size. reason 
able businessmen could ; 
limited to 6.5 cents or 7 


is beyond their financial ability. 


cost 


argue 
5 


cents hour 


Other unions besides the Steel 


workers and 
tailed studies leading to the formulation of 


major 
have made, are making, de 
guaranteed wage plans best adapted to the 
industries and the companies involved. It 
is obvious that in all instances where wag 
guarantees are demanded, what is called for 
is immediate joint study by the companies 
and the unions with which they bargain col 
lectively, rather than the meaningless, gen 
eralized which has levelled 
at such heretofore. Labor 
shown a willingness to make reasonable 
demands for the institution of a limited type 
of wage guarantee. It challenges industry 
to meet these demands at the collective bar- 
gaining table in the spirit of give and take 
so necessary to the functioning of collective 
bargaining. Continued failure by industry 
to rationally approach this important issue, 
which ranks high in the aspirations of mil- 
lions of industrial workers, will not even 
delay a solution but will merely ensure labor 
management strife. If wants to 
find a fair and mutually acceptable solution 
to this insistent demand for security, such 
Labor is willing. 


criticism been 


proposals has 


industry 


an answer can be found. 
But if industry wants to make this demand 
another célébre, like industrial pen- 
sions, all it need do is to continue, ostrich- 


like, to hide its head in the sand. [The End] 
June, 1953 @ Labor Law Journal 
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of Wage Theory 


By ROBERT D. LEITER 


—— ARTICLE has two main objec 
tives. First, the nature and purpose of 
wage theory are considered, and the possible 
uses to which this theoretical material may 
be put are Second, the 
important wages ar¢ 
elucidated to show 
to determine their validity 
with reality \ few 

contributions of 


indicated. most 
concerning 
their general character 
and their 
conclu- 

wage 


theories 


and 
conformance 
sions as to the 
theory to an understanding of the economic 
system are then drawn. 

The Role of Wage Theory.—The subject 
of wage theory has been extensively dis- 
cussed in the economics literature, yet there 
seems to be a general feeling among those 
with the matter that sig- 
Wage 


with 


most conversant 
nificant findings have been meager. 

theories originally concerned 
the question of what 
but with the passage of time there has been 
a shift in emphasis to the question of what 
The older 
within a 


were 


determines wages; 


wages are economically sound.’ 
oriented as they were 
of competitive equilibrium, in 
with the 


theories, 
framework 
so far as they were 
second question at all, gave to it the same 
to the first ques- 
encountered in 


concerned 


answer which they gave 
tion. jut the difficulties 
seeking the determinants of the wage level, 
the complexities of modern industry and 
the tremendous increase in the statistical 


‘John M. Clark, “Criteria of Sound Wage 


Adjustment, with Emphasis on the Question of 


Contributions of Wage Theory 





THE NATURE AND PURPOSE OF WAGE 
THEORY AND ITS PRACTICAL VALUE 
ARE BROUGHT INTO SHARPER FOCUS 
BY THE AUTHOR'S VALUABLE STUOY 





information about wages which has become 


available have led to much greater stress 


on the 
in current discussions 


sound wage policy 


meaning ota 


theories which 


been developed to explain thi 


Many of the numerous 


have cdeter- 


wages do not necessarily con- 
Each theory depends 
under 
will be 


empha 


mination of 
flict with the others. 
on the assumptions 
which it has been formulated. It 
found that like 
size the supply of labor; others, like wages- 
fund and marginal productivity, the demand 
for labor; and still others, like bargaining, 
both equally. Most 
theories are concerned with the 
establishment of 


run period, but 


and conditions 


some, subsistence, 


and demand 


mainly 


supply 


wage levels in the short 
a few, including the 
residual claimant theories, 


a longer period. 


sub- 
sistence and the 
are more concerned with 

The scope of wage theory has gradually 
been widened. Ordinarily the theories have 
a general or aggregate nature and 
the formation 


been of 
have attempted to explain 


of the average wage rate in the economy 


Inflationary Effects,"’ in The Impact of the 


Union (edited by David M. Wright), p. 1 
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Robert D. Leiter is assistant pro- 
fessor of economics at the College 
of the City of New York. 





but some efforts have also been directed 
towards the analysis of wage rates in 
specific industries or sectors of the econo- 
my. Attention has been given to the 
theory of wage differentials; that is, the 
explanation of why different jobs pay dif- 
ferent wage rates. In the twentieth century, 
wage theory has tried to contain within 
its explanation the effects of collective 
bargaining and trade unionism. It has been 
recognized that a union may strive not 
only to maximize the wage, but (even at 
the cost of sacrificing higher wages)? to 
increase its membership, reduce the number 
of entrants to the trade, allocate the avail- 
able work, control the introduction of new 
inventions and maintain safety standards. 
Some economists who have analyzed wages 
have taken an eclectic position so that ele- 
ments from several of the wage theories 
may be found in their work. 

The matter of the soundness of wages 
may be considered from two points of view. 
First, what are the effects of the establish- 
mept of such wages? Second, what are 
the tests by which the desirability of these 
effects should be judged? A sound wage 
is one that is noninflationary and at the 
same time is consistent with full employ- 
ment.” Such a wage implies a good wage 
structure. The policy aimed at attaining 
a sound wage is concerned more with the 
long period than with the short. 


Wage Theorists and Their Theories 


The Just Wage.—The first significant 
though rudimentary explanation of wages 
was made by Thomas Aquinas during the 
thirteenth century. Building on the work 
of Aristotle who had emphasized the im- 
portance of labor time in determining 
prices,* Aquinas worked out the notion 
of the “just wage” (which is an integral 
part of the doctrine of the “just price”). 
Aquinas accepted the proposition that the 
measure of the value of labor is labor time, 
but he pointed out that the value of the 


Sith PRG CEN, teiot 


services performed by any person depends 
upon that individual’s social class.° The 
just wage may be set by custom, by public 
law or by the judgment of respectable 
persons. The wage concept is therefore 
mainly ethical and social, not economic, 
and serves to justify the economic and 
social structure of the Middle Ages. 


The Physiocrats and Wages.—The first 
modern ideas about wages stem from the 
physiocrats. The economic notions of this 
group of French economists reflected the 
economic reality of eighteenth-century 
France. The theory postulated by the 
physiocrats was that wages are maintained 
at the starvation level by the operation of 
a natural law of population. Anne Robert 
Jacques Turgot, one of the ablest of the 
physiocrats, clearly indicated that the labor- 
er could earn no more than his subsistence.® 
He believed, however, that in the short run 
wages could be taxed without forcing them 
up since the concept of the subsistence 
level applied only to the long run. 


Adam Smith on Wages.—The “father” 
of modern and the first of the 
classical economists, Adam Smith, wrot« 
his main work in 1776. Smith did not 
have a clear-cut theory of wages but the 
rudiments of many subsequently developed 
doctrines may be found in his work. The 
statements by Smith that the value of any 
commodity is equal to the quantity of 
labor which it embodies and also to the 
quantity of labor which it enables its owner 
to command‘ were subsequently used by 
Marx when he formulated his ideas on the 
exploitation of labor. Smith did not fully 
subscribe to the physiocratic doctrine of 
maintained 


economics 


the subsistence wage, but he 
that wages could not fall below that level.* 
He pointed out that numerous illustrations 
are available in which wages have risen 
above subsistence. Elements of a bargain- 
ing theory may also be found in Smith’s 
work when he deals with the tendency 
of both employers and employees to or- 
ganize collectively in order to affect the 
wage rates.” Finally, a statement of an 
embryonic wages-fund theory is included in 
The Wealth of Nations,” when it is suggested 
that the demand for labor can increase only 
in proportion to the increase in the funds 
which are destined for the payment of wages. 





2 John T. Dunlop, Wage Determination under 
Trade Unions, pp. 46-50. 

* Work cited at footnote 1, p. 13. 

* Aristotle, Nicomachean Ethics (Browne edi- 
tion), pp. 124, 128-130. 

5’ Thomas Aquinas, The Summa Theologica, 
Part II (Second Part), Second Number (Q. 61), 
pp. 160-161. 
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*Anne R. J. Turgot, Re flections on the For- 
mation and the Distribution of Riches (1898), 
p. 8. 

7 Adam Smith, The Wealth of Nations (1937), 
p. 30. 

8 Work cited at footnote 7, pp. 67-68. 

® Work cited at footnote 7, p. 66. 

#” Work cited at footnote 7, p. 69. 
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Smith developed two other significant 
ideas about wages. First, he indicated 
that high wages might increase the pro- 
ductivity of labor by making workers more 
active, diligent and expeditious.“ In this 
manner the additional remuneration would 
pay for itself. Second, Smith tried to ex- 
plain the factors responsible for wage dif- 
ferentials among workers by setting up 
a classification which includes five cate- 
gories.” These are (1) the agreeableness 
of the job, (2) the cost of learning the job, 
(3) the steadiness of employment, (4) the 
amount of trust reposed in the worker and 
(5) the probability of attaining success in 
the type of employment involved. The 
first, third and fifth factors vary inversely 
with the wage rate, while the second and 
fourth factors vary directly. 

The theory of wage 
clarified further by John E. 
1870's. He developed the idea that wage 
differences result from the existence of 
noncompeting groups in the labor force. 
He specified that, in broad terms, the main 
unskilled laborers, skilled 
and requiring 
and a fait 


differentials was 


Cairnes in the 


categories are 
producers dealers 


amount oft 


artisans, 

substantia 
education, and persons requiring a consid 
erable amount of education or those in 
the higher branches of business.” 
indicated that there was very little mobility 
between the groups, although there might 
be a considerable amount within each 
group. Current analysis of wage differen 
tials distinguishes between 
factors—those connected with the job (in- 
ternal), such as Smith and 
those independent of the (external), 
such as the ability of the employer to pay, 
the strength of the union, the cost of 
living and the prevailing rates in the area. 


means 


Cairnes 


two groups of 


were listed by 
i rb 


The Subsistence Theory.— David Ricardo, 
the foremost exponent of the subsistence 
theory of wages, developed his ideas at 
the beginning of the nineteenth century. 
The theory is found in the frequently 
quoted statement from Ricardo that the 
wage is that amount necessary to enable 
the laborers, one with another, to subsist 
and to perpetuate their race, without either 
increase or diminution.“ Wages in the 
long run are therefore linked entirely to 
supply; demand for labor is a factor only 
in the short-run period. 


1 Work cited at footnote 7, p. 81. 
% Work cited at footnote 7, pp. 100-106 


Some Leading Principles 
Newly Expounded, 


Cairnes 
Economy 


% John F. 
of Political 
pp. 66-68 

4% David Ricardo, On the Principles of Political 
Economy and Taxation (Sraffa edition), p. 93 


Contributions of Wage Theory 


Ricardo’s theory is dependent on the 
Malthusian principle of population and on 
the principle of diminishing returns (which 
he used especially in connection with the 
yield of land). Malthus maintained, and 
Ricardo accepted the proposition, that the 
more rapidly than the 
* and thereby drives wages 
subsistence level. With the 
progress of society and the growth of 
population the prices of agricultural com- 
modities rise because of the operation of 
the principle of diminishing returns (that is, 
equal increments of food can be produced 


population 
food supply 
down to the 


grows 


only by larger increments of labor power) 
workers must there 
wages, that ts, 


The waves ot 
fore go up but the 


corrected for 


money 
real 


money wages price move 
ments, continue at the subsistence level 


Here 


of wages.” If 


is the basis of the famous “iron law 
wages rise above the ex 
a growth in popu- 
versa 


igencies of subsistence, 
lation will push them down and vice 


if they fall below subsistence. 


Yet to a extent Ricardo 
the rigidities of the “iron law.” 
of wages fluctuates around 


f 


rate ol 


relaxes 
Since 


limited 


the market rat« 
the natural (that is, 
wages, it is possible for the economic con 
the workers live to be 


subsistence ) 


ditions under which 
bettered. In an improving economy, wages 
may remain above 
definite period ® if workers supplement the 
goods and services they habitually consume 
with additional items and then permanently 
incorporate these stand 


ards of life It is 


subsistence for an in- 


additions into their 
that subsistence 
existence but 


clear 
to Ricardo does not mean 
at different times in the 
time in different countries 
It depends essentially on the customs and 
the habits of that it cannot 


be considered as absolutely fixed.” Though 


varies same country 


and at the sare 
the per ple so 


Ricardo’s position on the subsistence theory 
than that of 
theory, yet it is 
contempo- 


rigid 
proponents of this 
than that 
Malthus 
tollow 


of wages is less 
other 


much 


some 
more so of his 
Malthus 

Ricardo to 
population to its 


rary, was less inclined 


than 


through his pri 


ciple or inexorabl« con 
: 18 
clusion. 
Ricardo’s analysis of wages led him to 
make a attack on the 
He argued that no present benefits can be 


from such assistancs 


vigorous poor laws. 


gained by the poor 
% Work cited at footnote 14, p. 98 
% Work cited at footnote 14, pp. 94-95 
Work cited at footnote 14, pp. 96-97 
* Thomas R. Malthus, Principles of Political 
Economy (1836), pp. 224-227 





but that it merely invites imprudence on 
their part.” Ricardo also concluded that 
there is a tendency for profits to fall as 
society progresses and population increases 
because a greater proportion of the available 
labor must be used to supply the food re- 
quirements of the larger population.” Of 
course, the population principle has long ago 
lost its significance for the western world, 
but it still applies forcefully in other places. 


The Wages-Fund Theory.—The wages- 
fund theory developed alongside of the 
subsistence theory. Although it did not 
reach its full development until formulated 
by John Stuart Mill, Henry Fawcett and 
John E. Cairnes in the middle of the nine- 
teenth century, it 
gested in the works of 
Ricardo and 
The theory shifts the emphasis from the 
supply of labor to the demand for labor. 
It states in its simplest form that, since 
wages represent merely that part of capital 
which entrepreneurs are willing to advance 
to workers, the wage level at any time may 
be derived by dividing this wages-fund by 
the number of workers seeking employment. 


already had been sug- 
Turgot, Smith, 
economists 


other classical 


Mill clearly tied wages to the relation 
between the amount of capital which em- 
ployers set aside for payment to workers 
and the size of the labor force.” Mill did 
not concern himself particularly with ways 
and means by which the wages-fund might 
be changed. Instead his conclusion, still 
based on the Malthusian principle of popu- 
lation, was that wages could be raised if 
workers were to limit their numbers. This 
theory, however, was somewhat less rigid 
than subsistence in that its supporters were 
less prone to reject the possibility of ad- 
vancing wages. Nevertheless the wages- 
fund theory was used to show that trade 
unions could not raise the wage level of 
the entire working population, but could 
only increase the returns of one group at 
the expense of another. * Hence it was in 
the interest of workers to accept lower 
wages in the present period and to oppose 
tax the rich which curtail ac- 
cumulation in order to assure themselves 
of higher wages in the future. From this 
reasoning there emerged a clear defense 
of the capitalistic system and of capitalistic 
savings. 


levies on 





When management and labor fail to 
resolve their differences through col- 
lective bargaining, they often nettle 
what is already an impatient public. 
And an impatient public may at any 
time decide that labor and manage- 
ment may have too much liberty. 
Less liberty can take many forms, and 
let us remember that one form it 
could take is compulsory arbitration. 
That would be a sorry day. Both 
management and labor abhor the 
thought.—H. W. Steinkraus, presi- 
dent, Bridgeport Brass Company, 


quoted in Public Utilities Fortnightly. 





Extensive criticism of the wages-fund 
doctrine was presented by many economists 
including William T. Thornton, Henry D 
Macleod, Francis A. Walker and Francis 
D. Longe. Thornton argued that although 
wages were paid from capital, that part of 
capital was not a fixed or inelastic fund. 
The employers easily could vary the ex- 
penditures for wages by altering the amount 
spent for many other purposes.” It was 
this type of reasoning which led Mill to 
retract his wages-fund theory and to ad 
vance the argument that there was no 
fixed amount in the fund, though there was 
an impassable limit which could not exceed 
the aggregate means of the employing 
classes.” 

The wages-fund theory was expounded in 
a new form by Taussig and the Austrian 
school of economists (for example, Eugene 
von Bohm-Bawerk) at the end of the 
nineteenth century in an attempt to make 
it more palatable. ‘Taussig modified the 
wages-fund doctrine to take account of the 
fact that roundabout production involves 
a period of time so that at any one time 
only a limited number of final goods are 
available. If the flow of finished goods 
cannot be increased rapidly in the short run, 
real wages are relatively inflexible. The 
wages-fund is elastic therefore, though with- 
in limits. Furthermore, the money wages 
paid by employers to laborers are not 
rigidly predetermined and workers may in- 





1%” Work cited at footnote 14, pp. 105-108. 

* Work cited at footnote 14, p. 120. 

2 John S. Mill. Principles of Political 
Economy (Ashley edition), p. 343. 

2 Work cited at footnote 21, p. 934. 
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crease their real income at the expense of 
income recipients other than laborers.” 

Alfred Marshall, who in connection with 
many economic doctrines served as a bridge 
linking the ideas of his precursors and suc- 
cessors, tried to fit the classical theory of 
wages into the Marshall 
strove, though not with complete success, 
to show that the marginal productivity 
theory of wages (with which his name is 
connected) is only a logical extension of 
the wages-fund theory.” He maintained 
that the wages-fund theory laid excessive 
stress on the demand for labor without 
adequately emphasizing the factors which 
determined its supply; and that it related the 
amount of capital with the flow of wages, 
rather than the flow of products of labor 
with the flow of wages. 


neoclassical. 


The Exploitation Theory.—The wage 
theory of Karl Marx was essentially built 
around the concept that the worker has 
need for physical subsistence. In this re 
differ sharply from the 
classical forerunners. Sut 


spect it did not 
notions of his 
Marx went well beyond the theory of sub- 
sistence, and he evolved a much different 
set of relationships. 

labor 


other 


value of 
every 


According to Marx, the 
power is determined (as for 
commodity), by the labor time necessary 
for the production and reproduction of 
labor power.” The payment must therefore 
comprise a sum of money sufficient to 
cover the maintenance of the worker in his 
normal state as a laboring individual. This 
amount varies not only according to the 
climatic and other physical conditions of the 
country but according to the historical 
development and degree of civilization of 
his nation. Thus a moral element depend- 
ing on the _ habits 
worker is introduced 
ment. Furthermore, the 
laborer must include the means 
to raise children and perpetuate 
power, and in some cases to meet the edu- 
cational expenses of special working skills. 


and customs of the 
into the wage 
sum paid to the 


necessary 


pay- 


labor 


It is at this point that Marxian notions 
those of Ricardo. 


begin to diverge from 
laborer is 


Marx argued that, 
merely paid his subsistence and since the 
value of goods and services necessary to 
maintain him is always smaller than the 
value of his product, the employer is left 
with a sum over and above what he pays 


since the 


pp. 102-103. 


2 Alfred Marshall, Principles 
(1920), pp. 544-545, 822-829. 


of Economics 
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“® Frank W. Taussig, Wages and Capital, 


out to his workers. This difference is the 
surplus value; and it is the object of the 
producer to increase the surplus as much as 
he can. The producer achieves such a result 
either by lengthening the working day or by 
reducing the time required to produce the 
sustenance of the laborer.” 

The crux of the Marxian analysis there- 
hinges on the fact that the capitalist 
pays the worker for his labor power (the 
exchange value of which depends on its cost 
of production), but obtains in the product 
market the exchange value of the value of 
labor. The considerable differences in wages 
paid in different countries and regions, and 


fore 


over different periods of time, are explained 
by the traditional living standards of the 
workers involved 


Marx did not depend on the Malthusian 
to explain the sub- 
Instead, he 
and developed the 
that competition between employed 
and unemployed workers keeps 
down He called the unemployed 
the “industrial reserve army,” and he at- 
tempted to show that the of this 
surplus value 


theory of population 


sistence level of wage rates 
rejected that theory ” 
idea 
wages 


group 


existence 


army helps to create 


Marx distinguished between 
capital—that used to purchase labor— 
and constant capital—that part 
the means of production and raw materials. 
is derived only 


variable 
part 
comprising 
The surplus value, which 
from the use of variable capital, is converted 
into constant capital in the process of ac- 
cumulation. ‘This process brings on a rela- 
tive decline in the 
capital but leads to an increase in the num- 

Yet the varia 
demand for power 
methods of 


proportion of variable 


ber of laborers. recurring 


in the labor 
from 
duction and 

create a reservoir of unemployed or surplus- 
working-class population which is available 
capitalist Che in- 


tions 
changes in 
technological 


resulting pro- 


from advances 


needed by the 
army, 


when 


dustrial reserve which grows as 


capitalism advances, acts as a check on the 


1.” 


wage leve 


[The Marxian analysis allows the sub- 


sistence level to rise to a greater extent 


than 
formative 


Ricardian It 
theory, since 
it permits have been 
brought about through pressure by labor), 
to become permanent through an altera- 


does the presents a 


bargaining-power 
(which 


higher wages 


189- 


* Karl Marx, Capital (1936), Vol. I, pp. 
191 

* Work cited at footnote 27, p. 569 

* Work cited at footnote 27, pp. 692-693 


” Work cited at footnote 27, p. 699 





tion in the living standards of the workers.” 
Marx set no maximum ‘level for wages. 


The idea of the exploitation of labor 
which emerges from surplus value forms 
the basis for Marx’s criticism of capitalism. 
Since the capitalist has without payment 
to labor appropriated in the form of profits, 
rents and interest a part of labor’s product 
(the surplus), he is not entitled to a return 
for any of this capital which he contributes 
to production. Marx did not admit that 
those who supplied capital were postponing 
their consumption or that those who com- 
bined the factors of production were adding 
anything but their own labor. 


The Residual Claimant Theory.—For a 
brief period before the emergence of the 
marginal productivity doctrine, the residual 
claimant theory of wages had some vogue. 
The main idea was that rent, interest and 
profits are deducted from the output of 
industry and that what then remains rep- 
resents wages. Wages therefore are the 
residual share; and workers are in a posi- 
tion to gain a larger share of the output 
if productivity increases or if the portions 
of the other factors are cut down. This 
theory has been associated primarily with 
Francis A. Walker ® but was also expressed 
in a more qualified way by William S. 
Jevons.™ Its weaknesses, especially in an 
analysis of the short run, were soon 
apparent. Wage earners are paid before 
the products they fabricate have been com- 
pleted; and wages cannot be negative re- 
gardless of the magnitude of the other shares. 


The Marginal Productivity Theory.— 
The marginal productivity theory of wages, 
which is still the most generally accepted 
explanation of wage determination among 
academic labor economists, was formulated 
most clearly by Alfred Marshall and by 
John Bates Clark at the end of the nine- 
teenth century; and it was restated more 
fully in the early nineteen thirties by John 
R. Hicks. This theory, which is only one 
part of the general theory of marginal 
productivity, assumes that the conditions 
under analysis are essentially static; and, 
since it is primarily concerned with the 
short-run period, it emphasizes the demand 
for labor much more than the supply. It 
differs from some of the other wage theories 
in that here labor is just one of several 
factors of production, each of which shares 


in the total product of industry under 
the same principle of distribution. 

In its simplest form the marginal pro- 
ductivity theory assumes the existence of 
perfect competition. This involves a market 
in which there are so many buyers and 
sellers of labor that no one of them can 
affect the wage, in which workers move 
from jobs paying lower wages to corre- 
sponding jobs at higher wages and in which 
perfect knowledge of the market rates is 
available to employers and to workers. 
Under such specifications it will be ad- 
vantageous for the entrepreneur to hire 
another worker if the additional or marginal 
output produced is greater than the wage 
which that worker receives; and workers 
will be hired to the point where marginal 
product is equal to the wage paid. (Assum- 
ing a fixed amount of capital, the principle 
of diminishing returns implies that the 
increment of output due to each additional 
worker hired will decline.) Competition 
among employers for labor brings the wage 
up to the marginal product if it is below 
that amount whereas, on the other hand, 
the employer is not willing to pay more 
than that amount. In the longer period, 
the general theory of marginal productivity 
takes account of the substitutability of the 
productive factors when cost conditions 
warrant; hence labor would be vying with 
the other factors of production for employ- 
ment so that if its marginal product is 
greater that that of the other factors more 
labor eventually appears in the market. 

There has been considerable disagreement 
as to the significance of this theory. Mar- 
shall himself stated that although the wages 
of each class of workers are measured by 
the marginal product corresponding to that 
class, the importance of this relationship 
should not be exaggerated into a full theory 
of wages. The reason for not doing so is 
that the value of the marginal product of 
labor assumes that production costs other 
than wages are at a specific level.“ Mar- 
shall also was disturbed by the fact that 
the supply of labor is not adequately ac- 
counted for by this theory. John B. Clark, 
however, thought that the theory did ex- 
plain the wage level.™ But he went further 
and argued thai the marginal productivity 
theory of wages is a “natural” law which 
produces a desirable result and is morally 
justifiable;” each factor of production ob- 





*% Karl Marx, Value, Price and Profit (1901), 
pp. 68-69. 
%* Francis A. Walker, 


(1887), pp. 248-251. 
% William S. Jevons, The Theory of Political 


Economy (1911), pp. 270, 314. 
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The workday, often from sunrise to 
sunset early in the century, was 
shortened to ten hours for most 
skilled artisans in the large cities by 
1850. At this time factory workers 
were beginning to work from 11 to 
12 hours a day. By 1860, the av- 
erage workday for nonagricultural 
employees was estimated at 11 
hours, while the building trades aver- 
aged about 10 hours. 

—Bureau of Labor Statistics 





con- 
most 


tains a return equal to what it has 
tributed. In the past few decades 
of the proponents of this theory have aban 
doned its ethical connotations. 


A considerable amount of criticism has 
been leveled at the marginal productivity 
theory of wages. Attention has been direc- 
ted to the difficulty of measuring the specific 
product of labor, to the peculiarities of the 
labor and to the lack 
underlying assumptions 
irrationality, immobility 
and monopoly elements). But counterargu- 
ments supporting the theory have been 
forthcoming.” The theory was modernized 
and refined by Hicks in several respects. 
He considered the effects of economic prog- 
ress on the absolute and relative share 
of the national product going to labor.* 
(Progress depends upon increases in popu- 
lation, increases in hours of work, increases 
in capital, or inventions and improvements. )” 
Hicks also tried to incorporate into the 
theory of wages the effects of the actions 
of trade unions and the role of the strike. 
Finally, Hicks analyzed the impact of cer- 
tain actions of the government upon wages. 


supply curve of 
of reality in the 
(that is, friction, 


The Bargaining Theory.—In one sense 
the bargaining theory of wages emerges 
from the marginal productivity doctrine. 
Although the latter theory ordinarily mini- 
mizes the effects of bargaining on the 
formation of wages, yet it must take cog 
nizance of the fact that in reality there 
exists unequal bargaining power in the 
hands of buyers and sellers of labor and, 


See Dennis H. Robertson, Economic Frag- 
ments, pp. 42-57. 


% John R. Hicks, The Theory of Wages, 
pp. 112-127 

*® Inventions are defined as labor-saving when 
they increase the marginal product of capital 
more than that of labor; capital-saving when 
they increase the marginal product of labor 
more than that of capital; and neutral when 


both increase in the same proportion 
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furthermore, that there are a number of 
significant noneconomic forces which serve 
to distort the neat equilibrium which it 
conceives. 

The bargaining theory of takes 
account of the influence of supply and de- 
mand. The actual wage is settled within 
an area of indeterminacy and in any speci- 
upon the _ respective 
bargaining power wielded by employers 
and employees. Economists have disagreed 
regarding the width of this area and, what 
is probably even more important, regarding 
the question whether any gains won 
through the exercise of bargaining strength 
permanently maintained 01 
long-run period the effects 
tend to eliminate 


wages 


fic case depends 


could be 
whether in the 
of competition 
them. 


Already by the middle of the nineteenth 
century economists were questioning the 
validity and relevance of such concepts as 
“perfect competition.” 
employees 


would 


and 
concerted activities of 
through the actions of their trade unions 
raised serious doubts as to whether the 
theoretical assumptions of economists were 
realistic enough to warrant the use of wage 
theory for practical purposes. It was gen- 
that because of the pe- 
culiar nature of the labor market and of 
labor power, the seller as an individual is at 
disadvantage. He is selling a 
factor which is perishable and which he 
must accompany in order to. supply. 
Furthermore, the worker being frequently 
without any income other than his wage 
is strategically in a much weaker position 
the buyer of labor. Union organiza- 
tion workers the opportunity to 
improve their fortunes through the exer 
cise of some monopoly powers. Employers 
for their part counteracted the unionization 
of workers by establishing employers’ as 


“natural rate” 


The 


erally recognized 


a distinct 


than 
offered 


sociations.” 


One of the earliest clear statements of the 
bargain theory of wages was made by John 
Davidson,” although many of his points al 
had been set forth by Sidney and 
Webb. Davidson maintained that 
labor is determined somewhere 
that the 


re ady 
Beatrice 
ice of 


the 


the pi 


between estimate employe 

“ These developments lead to a case of bi- 
lateral monopoly, a subject which has been ex- 
tensively discussed in the literature. See, for 
example, Francis Y. Edgeworth, Mathematical 
Psychics, pp. 43-46 and William J. Fellner, 
Competition Among the Few, pp. 23-33 

“John Davidson, The Bargain Theory of 
Wages, pp. 140-145 





puts on the value of the work and the 
estimate which the worker put on it. These 
two estimates set the range by fixing a 
minimum and a maximum wage. If the 
worker’s estimate is too high or the em- 
ployer’s estimate is too low no exchange will 
take place. Generally, however, the worker's 
necessitous situation and the employer's 
motives are such that the amount of money 
offered is enough to cover the disutility of 
labor. The actual wage is established some- 
where within the range or limits described 
and depends on the comparative strength 
and knowledge of the bargainers. The 
estimates of each side change with the 
circumstances and include consideration of 
the subsistence and comfort standards, the 
disagreeableness of modern industry and 
the attitudes of the community, as well as 
the amount which the laborer can produce 
and the resources at the command of the 
employer. According to the theory, the 
employer’s maximum offer may be sur- 
passed only temporarily, and then solely 
at the expense of employment. 


Before Davidson, the Webbs had already 
pointed out that trade unions were able 
to exert their bargaining power to establish 
common rules and wage rates above what 
a competitive market would have main- 
tained.” The role of the union is to raise 
the standard of life through the develop- 
ment of mutual insurance, the use of col- 
lective bargaining techniques and_ the 
exercise of pressure for favorable legal 
enactments. John R. Commons approached 
the wages question in another way by em- 
phasizing the element of economic coercion, 
sometimes supported by legislative provi- 
sions, which the union exerts to obtain 
higher wages.“ Hamilton and May also 
introduced a number of noneconomic factors 
in setting up an institutional explanation of 
the wage rate. Wages depend upon the 
financial and technological position of the 
industry and the mobility of the workers, 
the purchasing power of money and the 
“free income” which laborers get by virtue 
of being employed in industry or of being 
members in society." 

The theory of wages which stresses the 
respective bargaining power of labor and 
capital thus differs from the others in that 
there is considerable variation among those 


economists who set it forth. A multitude 
of factors have been given as the causes 
of the strength of each side, depending upon 
the theorist involved. But there is general 
agreement among them that wages are in- 
determinate, at least within certain limits, 
and that along with the operations of the 
competitive market there are noneconomic 
and historical factors of which account must 
be taken. The bargain theory deals only 
with the short-run period. 


The Purchasing Power Theory.—The 
wage theory of John Maynard Keynes 
which represents a sharp break from the 
classical approach, does not attempt to ex- 
plain the level of wages, but rather en 
deavors to link wages with employment 
and output. The Keynesian analysis em- 
phasizes throughout the distinction between 
money wages and real wages. The theory 
largely divorces the volume of unemploy- 
ment from fluctuations in the wage rates 
paid to workers. 
classical and 
which tie 


Keynes abandoned the 
neoclassical theories of wages 
employment to the wage rate, and which 
permit an expansion in the volume of em- 
ployment through a reduction in the wage 
rate. According to Keynes, a change in 
money wages can affect employment only 
if it impinges on the propensity to consume, 
the schedule of the marginal efficiency of 
capital or the rate of interest.“ This fol- 
lows from the fact that when the propensity 
to consume and the rate of new investment 
are given there will be only one level of 
employment consistent with equilibrium.“ 
In other words, the volume of employment 
depends on the volume of effective demand ; 
and effective demand is the proceeds which 
entrepreneurs expect to receive or the sum 
of expected consumption and _ expected 
investment. 

As a general Keynes main- 
tained that there may be no method avail- 
able to labor as a whole through which it 
can reduce its real wage to a given figure 
by making revised money bargains with 
the entrepreneurs.” The effect of a reduc- 
tion in money wages on the propensity to 
consume would be felt through a propor- 
tionate change in the price level because any 
increase in outpvt could so long as 
the marginal propensity to consume is less 


conclusion 


not, 





# Sidney Webb and Beatrice Webb, /ndustrial 
Democracy (1920), pp. 653, 700-702. 

* John R. Commons, Legal Foundations of 
Capitalism, pp. 296-297. 

* Walton H. Hamilton and Stacy May, 
Control of Wages, p. 107. 

* John M. Keynes, The 
Employment, Interest and Money, p. 260. 
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propensity to consume relates the amount of 


amount of income; the 
marginal efficiency of capital depends on the 
rate of return expected to be obtainable on 
money if it were invested in a newly produced 
asset. 

“ Work cited at footnote 45, p. 28. 

* Work cited at footnoie 45, p. 13 
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than unity, be taken up by the increase 
in consumption. The difference could be 
made up by a rise in investment, but such 
a rise would occur only if the marginal 
efficiency of capital had increased relatively 
to the rate of interest. Keynes added that 
the reduction in money wages, having the 
effect of redistributing real income from 
earners to other would di 
propensity to 

shifting 
would 


wage factors, 


! consume; and 


minish the 


having the from 


effect of income 


entrepreneurs to rentiers, probably 
also be untavorable 

Che effect of a reduction of money wages 
on the marginal efficiency of capital would 
be favorable only if entrepreneurs assumed 
that there would be no further wage cuts 
if economic system), it 


or if (in an open 


would result in an increase in exports of 
in a reduction of imports in favor of domes 
tic production. But would 
achieved if the 
further wage cuts or if the 
were to be offset by a change in 


such results 


not be entrepreneurs ex 
pe cted trade 
advantage 
tariffs, a change in quotas or a simultaneous 
reduction of money wages in the other 
countries.” The net effect of 
wages therefore is not clear 
rhe interest, 
favorably affected (that is, lowered) by a 
reduction in money wages. The reduction 
wages accompanied by a decline 
incomes would di 


lower money 


rate of however, might be 


i money 
and 
need for cash for 
As the schedule of liquidity pret 
for the 


in prices money 


minish the transaction 
Pp irposes 
the desire to hold cash) 
community as a falls, the 
interest would decline and investment would 
be favorably affected.” Keynes argued, 
that the same effect on the rate of 


erence (or 


whole rate of 


however, 
interest could be produced by increasing the 
quantity of money while leaving the level of 
wages unchanged. For a number of rea- 
sons, Keynes preferred monetary expansion 
to cuts in means of re- 


money Wages aS a 


ducing the interest rate.” 

Involuntary unemployment prevails when 
effective demand is not adequate; yet labor 
employment by lowering 


such 


cannot increase 
action o1 


Actually, 
point that wh 


its money because 


dinarily will not affect real wages 


wages 


Keynes argued at one 


money ages are falling, real wares ars 


** Work cited at footnote 45, pp. 262-263 

* Work cited at footnote 45, p. 263 

” Work cited at footnote 45, pp 
reasons are that wage reductions would not 
be uniform, that they would destroy the rela 
tionship existing between wages and the pay 
ments to other factors and that they would 
increase the burden of the debt 

5! Work cited at footnote 45, p. 10 
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rising; and that when wages are 
rising, real wages are falling.” 
of this relationship is that though labor is 
money wage cuts 


money 
Che logic 


more willing to accept 
when employment is falling off, real wages 
should mar- 


ginal 


because of the increasing 
to a given capital equipment 

Empirical studies 
Keynes’ position.” 
contribution of 
that he shifted 
consideration of the problem of un 


rise 
return 
yutput 
not substantiated 


when declines 
h iv¢ 
Keynes to 


attention 


Che major 
wage theory is 
in the 
employment away from the entrepreneurial 
production and focused it on de 
of industry. It is 


costs ot 
mand for the output 
true that Keynes was not the first to stress 
the deficiency of demand, having been pr« 
ceded by Pierre S. Dupont de Nemours, 
Thomas R. Malthus, Silvio Gesell, John A 
Hobson and others, but it is he who mad 
the relationship between consumption and 
that is generally accepted 
the publi lo the 
be affected 
Ke ynes 


doctrine 


employment one 
and by 


r¢ al Wakes 


by econ ymists 
cannot 
workers, 


extent that 


by actions on the part of 
has reverted to the wages-fund 
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Kevnes has 
that he 


and that his conclu 
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role of demand 


criticism 


bee n concern d 
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sions depend ona set o 


rigid and not wholly realistic assumptions.” 


Value of Wage Theory 
Although 


threads in an 


theories have served as 
examination of the 


labor 


given 


wage 
useful 
actual 


conditions in the market, on 


the whole they have not a clear pi 


either of 
relationship is 


ture how wages are determined 


or what the between wages 


and other economic magnitudes such as 
employment, output or profit Che 
and diversity of explanations are so exten 
that little difficulty 


finding a theory to fit any pt 


range 
sive is encountered in 
irpe S¢ 

defense of or 
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The Movement of 
Real and Money Wage Rates,"’ Economic Jour 
nal (September, 1938). pp. 413-434; and Loris 
Tarshis Changes in Real and Money Wages 
Economic Journal (March, 1939), pp. 150-154 
Seymour E. Harris, The New EK 
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Yet a study of wage theory and a system- 
atization of wage relationships is not bar- 
ren of usefulness. Though there does not 
appear to be any theory of wages embracing 
both the realities of economic life and the 
actualities of historical experience, it has 
been possible to establish broad correlations 
and to make general statements. More 
valid explanations can be given of why 
wages are higher in one country than an- 
other, in one region than another or in one 
industry than another. General theories of 
wages at the present time serve only as a 
background within which more specific sta- 
tistical and analytical wage studies of indus- 
tries and occupations may fruitfully be made. 

Current thinking has emphasized that in 
the short period there are limits to the 
extent to which the economic position of 





A wealth of data on wages and hours, 
as well as on other labor matters, is 
obtainable from the United States De- 
partment of Labor’s Bureau of Labor 
Statistics. Much of it is free. Requests 
for general information concerning the 
work of the bureau and its publications 
should be addressed to the Commissioner 
of Labor Statistics, United States De- 
partment of Labor, Washington 25, D. C. 
Requests for technical assistance in con- 
ducting special studies to be paid for by 
the party requesting the assistance should 
be addressed to the Secretary of Labor 
or the Commissioner of Labor Statistics, 
at the above address. No special forms 
are required. 

Regional offices of the Bureau of Labor 
Statistics can also supply valuable infor- 
mation, and copies of many of the bureau’s 
publications can be obtained from them. 
Their addresses: 261 Franklyn Street, 
Boston 10, Massachusetts; 1000 Parcel 
Post Building, 341 Ninth Avenue, New 
York 1, New York; 50 Seventh Street, 
N. E., Room 664, Atlanta, Georgia; 312 
National War Agencies Building, 226 
West Jackson Boulevard, Chicago 6, 
Illinois; 1074 Federal Office Building, 70 
Market Street, San Francisco 2, California. 

An example of the cooperativeness and 
thoroughness with which the regional 
offices do their jobs may be seen from 
the following reply, quoted in part, to a 
routine request for BLS data on wages 
and hours made recently to the New 
York office: 





398 


THE BLS—A GOLDMINE OF INFORMATION 


workers may be improved. It has also 
brought to the fore the idea that, though 
in the consideration of a single firm or even 
of a single industry the cost element in- 
volved in a wage increase may be of para- 
mount importance to the employer, when 
a general wage movement occurs in the 
economy, the fact that the total income and 
purchasing power of consumers are also 
changed cannot be ignored. Finally, wage 
theory is closely linked with government 
policy. In so far as it is possible for theory 
to give clues as to the effects of changes 
in wages on other economic magnitudes 
and of other economic magnitudes on 
wages, it may serve as a guide for policy 
makers and enable them to avoid errors 
and dangers to which they otherwise would 


be subject. [The End] 


“r 


The major publication of the Bureau 
of Labor Statistics is the Monthly Labor 
Reviex 


“The hours and earnings section of the 
Review appears also in the Hours and 
Earnings Industry Report, which appears 
monthly, and which is free. 


“A recent comprehensive bulletin on 
the subject of wage rates is Wages and 
Related Benefits; 40 Labor Markets, 
1951-52 which carries rates for hundreds 
of clerical, white-collar, technical, main- 
tenance, warehousing and shipping oc- 
cupations. This bulletin may be obtained 
for $.35. 


s 





“In addition, as time and funds permit, 
the Bureau conducts wage surveys on an 
‘industry-locality’ basis, collecting wage 
data for important industries in areas 
where these industries are concentrated. 
Anyone wishing information on any par- 
ticular industry should write to this of- 
fice, and we will be glad to send them 
whatever is available. 

“The Bureau also publishes bulletins 
on Union Wage Scales in five industries: 
building, baking, motortruck, local trans- 
it, and printing. These may generally be 
obtained free on request 

“Our publication Current Wage Devel- 
opments lists all actions on wages and 
related benefits covering more than 200 
employees by name of company and 
union. It is presently available free 
of charge.” 
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The Walsh-Healey “Locality” Problem 


By HERMAN A. WECHT, of the Philadelphia Bar 





THE WAGE PROBLEM DISCUSSED IN THIS PAPER IS A PRESSING ONE 
AND IF ACTION IS NOT TAKEN SOON THE NATION MAY SUFFER FROM 
POORER INDUSTRIAL RELATIONS, GROUPING OF INDUSTRY IN A WAY 
HARMFUL TO OUR NATIONAL DEFENSE AND LOWER PURCHASING POWER 





KIN to the privilege of private busi- 

ness, government is invested with the 
indisputable authority to engage in the con- 
struction of public projects and the manufac- 
ture of its own requirements.’ Government 
also enjoys the unrestricted authority and 
power to contract for its requirements, in 
which event it may formulate policies limit- 
ing those with whom it will transact busi- 
ness and stipulate the terms of procurance’ 
among which are stipulations pertaining to 
the payment of prevailing minimum wages, 
overtime compensation, hours of work and 
other working conditions. 


The earliest federal legislation relating to 
this subject dealt with limitations on maxi 
mum hours of work of laborers and mechanics 
employed by the government or by private 
contractors for the government in the con- 
struction of public works.* Between 1892 
and 1917 similar enactments by Congress 
extended the application of maximum hours 
of work limitations to river and harbor 
dredging activities, construction of battle- 
ships, railroading activities and other pro- 
jects. These and other maximum hours of 
work enactments by Congress, during this 
period, became known as the “Eight-Hour 
Law,” designed to place an absolute ceiling 
of eight hours per day of work by laborers 


and mechanics on government projects 
stipulated in the act. 

The first attempt by Congress to regulate 
wages for public works employees whose 
maximum hours of work were regulated by 
the “Eight-Hour Law” the Bacon 
Davis Act.“ Under it, every 
the construction, alteration and 
any public building of the United States in 
excess of $5,000 (later reduced by the 1935 
amendment to $2,000), contain a 
provision for the payment to laborers and 
under the contract 
at prevailing rates of wages determined by 
the Secretary of Labor for work of a similar 
individual locality where the 
The Copeland Anti 


subsequently enacted,’ ex- 


was 
contract tor 
repair ot 


was to 


mechanics employed 


nature im the 
work is performed 
Kickback Act 
tended the benefits of the Bacon-Davis Act, 
to all employees engaged in construction of 
public works on all projects financed wholly 
or partially by federal funds 

In 1936, enacted the Walsh- 
Healey Public Act. This law, 


like the previous legislation involving fed 


Congress 
Contracts 


eral construction projects, applied standards 
of employment for furnishing 
or manufacturing materials, goods and gen 
eral supplies for the government in any 
amount exceeding $10,000. It was the total 


contractors 





1For example: government arsenals which 
manufacture ammunition and military weapons; 
quartermaster depots manufacturing military 
clothing, etc., and government navy yards en- 
gaged in constructing ships. 

2 Atkins v. Kansas, 191 U. S. 207; Ellis v. 
U. 8., 206 U. S. 246. 

3 Acts of August 1, 1892, 27 Stat. 340; June 19, 
1912, 37 Stat. 347; March 3, 1913, 37 Stat. 726; 
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March 14, 1917, 39 Stat. 1192; September 19, 
1940, 54 Stat. 884; See, USC Sections 321-326 
*Act of March 31, 1931, 46 Stat. 1494 and 
amendments, 40 USC Secs. 276(a) to 276(a)(5) 
‘Act of June 13, 1934, 48 Stat. 948, 40 USC 
Secs. 276(b)(c). 
* Act of June 30, 1936 
Cong., 49 Stat. 2036, 41 USC Secs 


Public Law 846, 74th 
35-46 
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Mr. Wecht is a consultant, lecturer 
and writer on labor relations and 
federal wage and hour laws and 
problems. He is the author of 
Wage-Hour Law, which was pub- 
lished in 1951, and many articles. 





of all of the forerunning legislation provid- 
ing for wage and hour regulation, among 
other things, and hence, up to that time was 
the most inclusive of all Congressional ef- 
forts to regulate wages, hours and con- 
ditions of employment under government 
contracts, including a provision for the deter- 
mination of minimum wages to be paid under 
such contracts. 

For the purpose of this discussion, the 
pertinent provision of the act is that one 
under which the contractor for the govern- 
ment stipulates to pay his employees en- 
gaged in furnishing or producing such 
goods “not less than the minimum wages 
as determined by the Secretary of Labor 
to be the prevailing minimum wages for 
persons employed on similar work or in 
the particular or similar industries or groups 
of industries currently operating im the 
locality in which the supplies 
are to be manufactured or furnished under 
the said contract.” ' 


These Events Followed 
Walsh-Healey Act 


The first legal test concerning the validity 
of a minimum wage determination under 
the act involved the steel industry, in which 
prevailing minimum wage rates were fixed 
for six localities into which the national iron 


and steel industry was divided, one of 
which localities consisted of 13 states, part 
of a fourteenth state and the District of 
Columbia. Though the gravamen of the 
complaint was the use of the word Jocality 
to describe an area of approximately 15 
states, the district court dismissed the ac- 
tion principally for lack of jurisdiction and 
because the suit, an injunction proceeding 
against the Secretary of Labor and other 
government officials, was one against the 
United States without first securing its 
consent to be sued.* On appeal, the circuit 
court voided the minimum wage determina- 


tion of the Secretary of Labor on the 
premise that the word locality used in the 
act did not connote such a large geographi- 
cal area of the approximately 15 states, with 
widely diverse interests.” Thereafter, the 
Supreme Court of the United States, fol- 
lowing the line of the district court, re- 
versed the circuit court, holding the action 
Was improper since it was in fact a suit 
against the government and as such was 
not maintainable without consent of the 
United States.” This action by the Su- 
preme Court of the United States stood as 
an effective bar to any further attack on 
the numerous minimum wage determina- 
tions of the Secretary of Labor in which, 
with few exceptions, prevailing minimum 
wage rates for the locality were fixed on a 
nation-wide level for the particular industry 
involved. 


Such was the state of affairs on this sub 
ject until early 1952 when certain labor 
unions petitioned the Secretary of Labor to 
increase a minimum wage determination 
for persons employed in the “textile” in- 
dustry.” In consideration of representations 
made indicating the existence of prevailing 
minimum wage rates in the industry ex 
ceeding those in effect, a proceeding was 
initiated to consider an amendment to the 
existing order which would reflect the 
higher minimum wage rates then actually 
prevailing. This proceeding marked the 
beginning of a campaign to change the act, 
in which it would appear that the weight 
of sectional politics played an important 
role and may possibly result in complete 
decimation of many of the salutary pro 
visions of the act. Perhaps, at this point, 
a brief reference to the early history and 
interim events affecting the textile industry 
will thrust to the fore some of the economic 
and political considerations underlying the 
recent modifications in the act giving rise 
to the problem under discussion. 


From its inception, the cotton textile 
industry was confined to the general area 
now commonly known as the New Eng 
land states. The extent and importance of 
the industry there is evident from the fact 
that as early as the year 1685 complicated 
conditions in the New Haven 
Colony required the establishment of a 
“Cotton Code” of regulations imposing 
among other things, wage and price con- 


industrial 





149 Stat. 2036, 41 USCA Sec. 35(b). 

8 Lukens Steel Company v. Perkins, no opinion 
(DC, D. of C., 1939). 

®*1 LABOR CASES 107 F. (2d) 627 
(CCA-D. of C., 1939). 


{ 18,439, 
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” Perkins v. Lukens Steel Company, 2 LABOR 
CASES { 17,061, 310 U. S. 113 (1940). 

"Textile Industry Minimum Wage Deter- 
mination, effective November 16, 1948 (13 Fed- 
eral Register 6083) revised July 20, 1950 (15 
Federal Register 4634). 
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trols.” Indeed, every American schoolboy is 
taught that much of the economic growth 
of the original Union of states was attrib- 
utable to the New England textile industry. 
This same industry developed and thrived, 
for well over 200 years, to a point where 
it had become the basis upon which the 
whole economy of the New England states 
was dependent.” 

past 40 


serious 


years there has been 
decline in the New 
Partly because 
with techni- 
incipally be 


During the 
a steady and 
England textile 
of the failure to keep up 
logical developments,“ but p: 
cause of the substantial increase in cost o 
operations, that is, taxes, higher wages 
including premium overtime, fringe benefits, 
limitations imposed on working conditions 
govern- 


industry. 


under enlightened state and local 
ment controls and finally the additional 
burdens resulting from union 
of working conditions of its 
employers decided to seek another general 
with the objective of lowering 
costs, a process, essentially, of 


regulation 
members, 


location 
operating 
changing existing production from one area 
to another. Such an area embraced the 
rural, nonindustrial communities through 
out the South. Other inducing factors to 
such a movement to the South were 
cheaper power rates made possible because 
of federally financed power projects, near- 
ness to raw cotton supplies, tax concessions 
local governments and the 
generosity of such communities in 
structing modern factory buildings, 
for by local bond issues, leased to manu- 
very attractive terms.” By 
and large it would appear that the real 
reasons for the movement to the South 
were lately, and still are, to reduce costs 
of operations through savings on wages and 
by escaping unionization to exclude inter- 
ference with working conditions and terms 
of employment between employers and em- 
ployees. It is now generally conceded that 
the principal element in the North-South 
differential is the payment of labor 


and 


by state 
con- 


paid 


facturers on 


cost 

22 See May 1, 1938, Bulletin of New Haven 
County Bar Association, p. 74 

% The importance of the textile industry to 
the economy and welfare of the people of New 
England is emphasized in a statement on the 
‘‘Massachusetts Textile Industry’’ by Congress- 
man Lane. See 83 Congressional Record, p 
2338, March 23, 1953. 

4% See, extension of remarks by Congressman 
Lane, January 6, 1953, 83 Congressional Record, 
Appendix, p. A56, and following 

% A typical example of such a plan is one 
under which a community will float a bond issue 
for $100,000. The bonds will be payable over a 
20 year period. The lease will provide a primary 
term of 20 years at a rental of $5,000 per year, 
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While it is true that other items relating 
to job assignments, power costs and other 
concessions all constitute contributing cost 
factors, nevertheless these are relatively 
minor in comparison with labor cost differ- 
ences. The result of the trend away from 
New England is best illustrated by the fact 
that, at present, the geographical distribu- 
tion of workers, according to mid-1952 re- 
ports of the Department of Labor, is as 
follows: (1) about 75 per 
cotton, silk and synthetic branch are located 
in Southern 2) about 14 per cent 

New England States; (3) about 10 
per cent are in the Middle Atlantic States; 
and (4) about 1 per cent are located else- 


cent in the 


States; ( 


are in 


where. 

The relative importance of the provisions 
of the Walsh-Healey Act to the textile 
industry is apparent from the that 
government contracts subject to the miuni- 
mum wage determination provisions of the 
act which were let in the industry during 
the fiscal year 1952 amounted to $373 mil- 
lion. During the first quarter of fiscal 1953, 
government awards in the industry totalled 


tact 


$93 million. It is estimated that about 7% 


per 
volves 
act, Against 
unlikely that the movement 
is in some way related to the 
forts being made to minimize the effective- 
an attempt 


the industry’s production in- 
subject to the 


cent of 
work on contracts 
such a background, it is not 
to the South 
present ef- 


ness of the act, among which is 
to upset a practice, followed over a period 
of almost 14 years, by the Secretary of 
Labor of determining minimum wage rates 


for an industry on basis 


a nation-wide 


Waish-Healey Amendments 


a redetermination 


The move by labor for 
rates for the textile in- 
dustry “ was met head on by proposals to 
amend the Walsh-Healey Act in three very 
important respects.” The scope of the pro- 
Fulbright Amendment 


provision 


of minimum wage 


posals under the 


included: (1) a which 


under 
to provide sufficient funds to retire the bonds 
at maturity, plus additional terms up to 80 
years at a nominal rental of $1 per year. For 
further information see extension of remarks 
by Congressman Abernathy, March 30, 1953, 
83 Congressional Record, Appendix, p. A1740 
“ See discussion at p. 400 
% The proposals which were 
Senator Fulbricht, Arkansas Democrat, were 
presented in the form of an amendment to 
Senate Bill S. 2594—a bill to extend the De- 
fense Production Act of 1950. Actually, how- 
ever, they amended the Walsh-Healey Public 
Contracts Act One of the proposals which 
would change the ‘‘open market’’ exemption is 
(Continued on following page) 


401 


introduced by 





prevailing minimum wage determinations 
would be based on “community” rather 
than “national” wage rates applied to work 
on government contracts subject to the 
Walsh-Healey Act; (2) a second provision 
designed to subject all proceedings under 
the act to the Administrative Procedure 
Act as well as to make such wage deter- 
minations of the Labor Department liable 
to attack in the courts; and (3) a require- 
ment that the “open market” exemption 
under the act be applied to such materials 
and supplies as usually are sold generally 
in the open market, regardless of whether 
the government buys them on the open 
market or by bids. 

In the light of the discussion herein- 
before bearing upon the textile industry, 
it is apparent that these proposals to 
amend the act were the result of the North- 
South split and much of the acrimony in 
the subsequent debates and proceedings 
resulted from the rivalry between the New 
England textile group joined by labor 
unions and the Southern cotton textile 
interests.” 


The Senate Banking and Currency Com- 
mittee in charge of the consideration of 
amendments to the Defense Production Act 
of 1950 approved two of the three Fulbright 
proposals, that is, the amendment making 
Walsh-Healey proceedings subject to the 
Administrative Procedure Act and mini- 
mum wage determinations liable to attack 
in the courts, and the “open market” ex- 
emption. However, the Committee flatly 
rejected the proposal which would have re- 
quired that minimum wage determinations 
under the act be made on a community, rather 
than a national basis. To overcome the pos- 
sibility of a long and difficult controversy 
on the floor of the Senate resulting from 
proposals by a group of Northern and pro 
labor Senators which would have the effect 
of striking the entire Walsh-Healey proposal, a 
compromise measure was presented by Senator 
Fulbright and adopted by the Senate.” 

The end result of the changes made in 
the Walsh-Healey Act is best expressed 
by Senator Fulbright, that the amendment 
would fulfill the principal purpose of pro- 





(Footnote 17 continued) 

not germane to this discussion. Another would 
make all Walsh-Healey proceedings subject to 
the Administrative Procedure Act and make the 
Secretary of Labor’s minimum wage determina- 
tions and orders subject to court review. The 
third proposal, and the most significant one, 
was one under which the Secretary of Labor 
would be obliged to key minimum wages to 
community rates rather than nation-wide wage 
rates. This would be accomplished by striking 
the word “‘locality’’ from that portion of the 
act providing for determination of prevailing 
minimum wages in the ‘‘localities’’ in which 
the supplies were manufactured, and substitute 
therefor the following language: 

(1) City, town, village, or other civil sub- 
division in which the materials, supplies, arti- 
cles, or equipment are to be manufactured or 
furnished under said contract; or (2) if manu- 
factured or furnished under said contract is to 
involve more than one such locality, then in the 
respective cities, towns, villages, or other civil 
subdivisions in which the particular materials, 
supplies, articles, or equipment are to be manu- 
factured or furnished under said contract."’ 

1% See statements at footnotes 13 and 14; see 
also extensien of remarks by Congresswoman 
Rogers appearing at 83 Congressional Record, 
Appendix, p. Al1250, and following, March 9, 
1953; extension of remarks by Congressman 
Lane appearing at 83 Congressional Kecord, 
Appendix, p. A1505, March 19, 1953; extension 
of remarks by Congressman Lane appearing at 
83 Congressional Record, Appendix, p. A1646, 
and following, March 25, 1953. Both Senator 
Saltonstall of Massachusetts and Senator Green 
of Rhode Island lodged very strong protests 
against the form of the proposals with the 
Senate Committee in charge of the proposed 
legislation. 

® Although described as a compromise meas- 
ure, the revised amendment by Senator Ful- 
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bright expanded the original proposal, thus 
resulting in an amendment directly aimed at 
the ruling of the Supreme Court of the United 
States in Perkins v. Lukens Steel Company, 
cited at footnote 10, removing the bar from 
court review of all proceedings under the 
Walsh-Healey Act, particularly, minimum wage 
determinations by the Secretary of Labor issued 
thereunder. This was accomplished by amend- 
ments to the Defense Production Act of 1950 
adopted June 30, 1952, including a rider revising 
the Walsh-Healey Act by redesignating Secs 
10, 11 and 12 respectively, and by inserting the 
following new Sec. 10: 

‘‘(a) Notwithstanding any provision of Sec- 
tion 4 of the Administrative Procedure Act, 
such Act shall be applicable in the administra- 
tion of Sections 1 to 5 and 7 to 9 of this Act. 

““(b) All wage determinations under Section 
1(b) of this Act shall be made on the record 
after opportunity for a hearing. Review of any 
such wage determination, or of the applicability 
of any such wage determination, may be had 
within ninety days after such determination is 
made in the manner provided in Section 10 of 
the Administrative Procedure Act by any person 
adversely affected or aggrieved thereby, who 
shall be deemed to include any manufacturer 
of, or regular dealer in materials, supplies, 
articles or equipment purchased or to be pur- 
chased by the Government from any source, 
who is in any industry to which such wage 
determination is applicable. 

‘*(c) Notwithstanding the inclusion of any 
stipulations required by any provisions of this 
Act in any contract subject to this Act, any 
interested person shall have the right of judi- 
cial review of any legal question which might 
otherwise be raised, including, but not limited 
to wage determinations and the interpretation 
of the terms ‘locality’ Pi 
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viding interested persons judicial review of 
orders and interpretations of the Walsh- 
Healey Act by the Labor Department which 
have raised “artificial obstructions to the 
development of industry in the small com- 
munities throughout the country.” His 
final remarks indicating a willingness to 
leave the ultimate settlement of the validity 
of the Secretary’s interpretations and orders 
to the courts is precisely how the whole 
matter stands at the time of this writing, 
for the measure as adopted opens the way 
to such a review, and thus the lines were 
drawn for the action which emerged soon 
after the enactment of the amendments. 


Shortly after the act was amended, the 
Secretary of Labor instituted hearings on 
the petitions filed for redetermination of 
minimum wage rates in the textile industry. 
As was expected, the issue was narrowed 
down to the one question of interpretation 
of the word “locality.” The Southern group 
contended for a construction of the word 
which would require the establishment of 
different wage rates by “communities” in 
which the manufacturing was to be carried 
on. The Northern group, joined by labor, 
insisted on continuing the practice of deter- 
mining minimum wage rates for the indus- 
try on a “nation-wide” basis. After bitterly 
which charges and 
counter made and in which 
the Secretary of Labor was accused of bias 
in favor of labor disqualifying him to decide 
the question, the Secretary nevertheless re 
affirmed the Labor Department’s historic 
position in favor of nation-wide minimum 


hearings in 
were 


contested 
charges 


rates and proposed a single minimum for 
the cotton textile industry of $1 per hour.” 
In doing so, the Secretary followed and 
applied an interpretation of the locality 
provision suggested by the New England 
group. 

Recalling again, under Section 1 (b) of 
the act, the Secretary is directed to deter 
mine the prevailing for 
persons employed on similar work or 
particular or similar industries or groups of 
industries currently operating m the locality 
in which the materials are to be produced, 
the New England group suggested and the 
Secretary adopted their construction of thx 
quoted language to mean that three stand- 
ards were provided for determining the 
prevailing minimum, to wit: (1) wages for 
similar jobs, (2) wages in the particular or 
similar industries, and (3) wages in indus- 
the locality, and that the phrase 


minimum wages 


in the 


tries in 




























A. Devaney, Inc., N 7 


These men look as though they might 
be space travelers from another 
planet peering out of a flying saucer. 
In fact they are welders joining the 
ribs and sides of a section of the 
stator of a giant generator unit. 





third 


con- 


the 
other 


“in the locality” modifies only 
standard. Thus, 


siderations, he was entitled to use the sec- 


irrespective ol 


ond standard in fixing a single minimum 
for the entire nation-wide industry, After 
motions to reopen the hearings were denied 
by the Secretary, counsel for the Southern 
group filed exceptions, most of which were 
towards the failure of the Secre 
procedural requirements 
under the Administrative Procedure Act 
rhe principal objection, related 
to the Secretary’s determination of a 
nation-wide minimum the 
textile industry, the same having been made, 
act’s requirement 


directed 
tary to observe 
however, 
cotton 


Wage tor 


although contrary to the 


that a determination be made for each 
locality. 
Disregarding the exception filed by the 


Southern textile industry group, the Secre- 
tary established $1 per hour the Walsh 
Healey minimum wage for the nation-wide 
cotton, silk, and synthetic branches of the 





20 See text of Proposal to Revise Textile Wage 
Determination for Cotton, etc., Industry by 
Secretary of Labor issued Dec. 1, 1952. 
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Wages in 1820 which ranged from 
75 cents to $1.25 a day for common 
labor, depending upon the locality 
and season, were from $1 to $1.25 
a day in 1850. Wages of more 
skilled artisans and mechanics in the 
cities similarly advanced from $1.25 
and $1.50 a day in 1820 to between 
$1.50 and $2 or more by 1860. 

—Bureau of Labor Statistics 





textile industry. Counteracting quickly, a 
number of Georgia manufacturers instituted 
an action in the United States District 
Court for the District of Columbia seeking 
to have the order declared invalid and its 
operation enjoined. The suit was instituted 
pursuant to the newly inserted Section 10 
of the Walsh-Healey Act providing for 
judicial review of minimum wage deter- 
minations by the Secretary “by any person 
adversely affected or aggrieved” by the 
determination.” Once more, though the 
complaint assigned many reasons most of 
which alleged procedural errors, the funda- 
mental issue was the action of the Secre- 


tary in determining a nation-wide minimum 
for the industry instead of making sepa- 


rate determinations for each locality. The 
issue was now joined for the long-awaited 
judicial interpretation of the meaning of 
“locality” as used in the act. Further 





21 Covington Mills v. Durkin, 23 LABOR CASES 


{ 67,410 (DC, D. of C., 1953). Shortly after this 
action was instituted, another action raising 
substantially the same issues, was commenced 
by another group of 70 Southern manufacturers 
in Alabama Mills v. Durkin, 23 LABOR CASES 
{ 67,420 (DC, D. of C., 1953). 

* In their ‘‘justification’’ of proposals, on the 
locality changes, which proponents of the 
amendment lodged with the members of the 
Senate Committee, they contended that the 
effects of a national average minimum higher 
than the community (in which the goods are 
to be manufactured) wage are, among others, 
‘*(1) it disrupts the economy of the community, 
and (2) it destroys other local business either 
through pirating its labor or unduly increasing 
its operating costs.’ Employers should know, 
as others have learned from experience, that 
this is true. An illustration of how this works 
in practical situations will indicate the tena- 
bility of the justification: 

Let us assume that community ‘‘A’’ has a 
population of 3,000 people of which 1,500 com- 
prise the working mass spread equally over five 
plants involving different manufacturing indus- 
tries. For all five plants, the entrance rate of 
85 cents per hour is the same as the average 
straight time hourly rate for the lowest key 
job classification. Plant ‘‘B’’ manufactures 
items which are covered by the cotton textile 
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industry minimum wage determination while 





interest in the problem was engendered as 
a result of other redeterminations raising 
minimum wages for the woolen and worsted, 
metal furniture, and paper and pulp indus- 
tries, likewise made on a nation-wide indus- 
try basis. From these determinations upon 
which the issue was already joined, in addi- 
tion to redeterminations now in the process 
of consideration by the Secretary of Labor 
for the photograph supplies, tobacco, scien- 
tific instruments, men’s neckwear, envelope, 
canvas products, office machine, flour and 
cereal preparations, and battery industries, 
the reader will appreciate that the impact 
of this problem on our national economy 
is enough to stagger the imagination of 
anyone. Contracts by the government for 
billions of dollars of goods to be manu- 
factured throughout the country are to be 
let. 3ecause, historically, minimum wage 
rates under Walsh-Healey determinations 
have had a direct and telling effect upon 
general wage rates in all labor markets, 
the meaning and portent of this problem is 
at once clear. And, the whole issue revolves 
about the legal interpretation of the word 
“locality” used in Section 1 (b) of the act.” 

In the Covington Mills Case, cited at foot- 
note 21, the court, in granting a prelimi- 
nary injunction and stay of the Secretary’s 
order, based its preliminary conclusion on 
the most important issue in the case, to wit: 
whether the act permits the establishment 
of a minimum wage to apply to the industry, 


nation-wide. Discussing this point, the court 


the other four plants engage in manufacturing 
other types of nondurable goods for civilian use 
and consumption. Plant ‘‘B’’ obtains a govern- 
ment contract which includes a stipulation for 
the payment of a minimum hourly rate of $1 
for the key job classification. Delivery dates 
under the contract are such that plant ‘‘B’’ is 
obliged to expand its operations and to employ 
100 additional workers. There is no reservoir 
of trained labor and the 100 additional workers 
must be obtained from the same mass of 1,500 
employable persons in the community. Because 
it is only normal for workers to better their 
situation, the inevitable result is that plant 

‘B"’ will succeed in pirating the workers from 
the other plants. Otherwise, the other plants 
will be obliged to meet the new ‘‘going wage 
rate’ of $1 offered by Plant ‘‘B’’ thus disrupting 
employment conditions and the economy of 
community ‘‘A.”’ 

Although, in particular situations, experience 
has shown this to be true, nevertheless, as 
respects the cotton textile industry throughout 
the South, as the reader will observe later, 
minimum wage determination in that industry, 
as a general rule, have had little or no effect 
upon the industry’s growth in the South. Also, 
labor pirating does not seem to have impeded 
it's growth. 
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it seems to me ‘locality’ clearly 
does not mean the U. S. A. The efforts to 
come up with something that would be 
workable and meaningful all were directed 
in the Congress to something less than the 
entire U. S.” 

But the court did not specifically pass 
upon the merits of the case.™ Thus, in its 
most initial stage, though the weight of 
judicial opinion may be said to be 
locality provision 
Secretary of 


said: 


against 
the construction of the 
of the act adopted by the 
Labor, fixing a minimum wage on a national 
basis for the cotton textile industry, this 
is only the opening gun in the battle on 
this dynamic question, There is little doubt 
but that the whole problem will eventually 
decision by the United States 
will such a 
prevent the 

For, in addition to 


require a 
Supreme Court. But 
be made in time to 
economic catastrophe? 
the facts adverted to, the 
industry from the North to the 
not entirely limited to the 
industry this trend has 
tended so that it now includes and becomes 


decision 
looming 


movement ot 
South ts 
cotton textile 
Lately, been ex 
acute matter in the rubber, 
industries 


Mid- 


this 


an increasingly 
and machine 
operating in the New England and 
dle Atlantic States. Even at the time 
paper was written, both major labor unions, 
the AFL CIO, expresse ] 
determination to adopt effective 
to combat this movement. There can be 
10 question that this problem will involve 

us labo indus 

and thi these 
n the 
whole national economy, Any 
take 


electrical, radio 


and the their 


measures 


unrest in these basic 


events will have dir« 


consequences « national defense effort 

4s 
and the 
does not 


view of this problem 


consideration the realities of 


Practical Side of the Matter 


\s a practical matter, if past experience 
effects of the locality i 
the act on industry in the South is a por 
the future, it 1s that the 
rf determining 


f the provisions of 


obvious 
practice minimum 
In his oral opinion, Judge 
said ‘Now, I do not upon the merits, 
and the opinions I express in that regard, in 
so far as they may concern the merits, are very 
definitely curbstone. This case will not come 
before me, since I am in the Motions Court, 
and I do now advance the case for final hearing, 
since it is a matter that should not be left 
hanging in a state of hiatus.”’ 

Upon the only other question advanced in 
the case, that is, opposition to the action by 
the Secretary of Labor on the ground that com- 
plainants had no standing in court, Judge 
Schweinhaut said, ‘‘Moreover, I think they have 


pass 


Walsh-Healey “Locality” Problem 


Schweinhaut 


wages based on national averages will not 
have the serious impact on Southern indus- 
try as is generally asserted. 

In proceedings by the administrator of 
the Wage and Hour Division, conducted 
in 1939, for the purpose of determining a 
minimum wage cotton 
textile industry under Sections 5, 6 and 8 
of the Fair Labor Standards Act of 1938," 
the undisputed developed by the 
Cotton Textile Industry Committee showed 
31 per cent of the factories in the industry 
were located in the South, 51.5 per cent of 
the produc ts in the industry were produce d 
in these factories which employed 55 per 
cent of all the wage earners employed in 
the national industry.“ Comparing this in- 
formation with current statistics of the 
Labor Department, we are told, 
other things, that about 75 per cent of the 
wage earners in the entire textile industry 
are located in the Southern states, an in- 
crease of 20 per cent from 1939 to the present 
from these 


standard for the 


tacts 


among 


time. It is reasonable to assume 
facts, that the Southern textile industry has 
growth during this 


determination of 


enjoyed a substantial 
period and therefore the 
minimum wages on a nation-wide level for 
affected the 
basis 


has not adversely 
Hence, there is no 


the industry 
ther« 


for reasoning 


industry 
that a continuance of such 


a histori practice of using a national 


ave! 
industry will 


result in 


age minimum wage in th 


disrupt community wage rates or 
pirating of labor 


Importance of ‘‘Locality"’ 
to Defense Dispersal 


What will be the effect on the program 
j manu 


ot disper ing tactories engaged i 


facturing vital defense goods if minimum 
wage determinations are to be ved to 


“nation 
In this 
Defense 


rates instead of 


“community” 


wide” minimum for an industry 


day of possible atomic wartare, the 
Program is of the most 
mount should he 


dantly clear, to anyone who is familiar 


Dispersal para- 


importance and it abun 


with 


a standing to sue for the reason that the statute 
said they may have it There was a 
statute clearly designed to overturn a 
court than this one (Italics 
doubt the court referring 
United Supreme 
Lukens Company, 


nmevET 
more 
decision of a 
was 
States 
Steel 


supplied.) No 
to the decision of the 
Court tn Perkins 1 
cited at footnote 10 

‘Act of June 25, 1938, Public Law 718, 75th 
Cong., 52 Stat. 1060; USC Title 28, Secs. 201-219 

* See opinion of United States Supreme Court 
in Opp Cotton Mills v. Administrator, 3 LABOR 
CASES { 51,109, 312 U. S. 126 (1941) 
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government procurement policies, that a 
construction of the word “locality” which 
would gear minimum wage determinations 
to “community” rates, would have dire ef- 
fects on such a program. 


By necessity, for the purpose of conduct- 
ing what is perhaps the largest and most 
complex business on earth, our government 
has laid down certain guide posts by which 
its procurement agents are obliged to act 
in carrying out their duties. Procurements 
at the rate of billions of dollars each year 
are effected on the basis of awards made 
to the lowest bidders by negotiation or 
sealed bid, All such procurements involve 
contracts—-those exceeding $10,000—contain- 
ing stipulations for the payment of mini- 
mum wages to persons employed in 
manufacturing the goods under the contract. 
Obviously, if such minimum wages are to 
be based on “community” rates, the inevi- 
table result will be that the contractors 
paying lower wages will be enabled to 
underbid those in the higher labor markets 
and thus obtain most if not all the con- 
tract work, Since the Southern industries 
are able to operate on lower costs, these 
billions of dollars of procurement would be 
centered in the South. This fact alone 
should be weighed heavily in judging the 
validity of determining minimum wages on 
a national rather than a local basis for the 
industry. Only in this approach to the 
problem is it possible to avoid an atomic 
war tragedy to the whole defense effort 
which could result by compelling, through 
a narrow interpretation of the “locality” 
provision of the act, the concentration of 
the entire defense production effort into 
one general area in the South, And, all of 
this is in addition to the irreplaceable loss 
of skilled help so vitally needed in an emer- 
gency defense effort when production is 
merely transferred from one area to an- 
other. 


To lend judicial sanction to such a move- 
ment by upsetting the historical! practice 
of gearing minimum wage determinations 
to national averages would, in this writer’s 
opinion, amount to engaging in judicial 
legislation. For it is a fact that, during 
the Senate Committee hearings and the 
subsequent congressional debates on the 
recent proposals and amendments, every 
member of the Senate and the House must 
have been aware of the fact that the perti- 
nent question was the meaning to be as- 
signed to the word “locality” used in the 


act. If Congress intended that a new mean- 
ing was to be applied other than the one 
ascribed to it for so many years, it could 
have and should have said so. Not having 
done so, it is certainly not in the province 
of the courts to legislate on the subject 
where Congress refused to do so. Indeed, 
if proof is needed that Congress did not 
intend another meaning to be imputed to 
the word “locality” other than its historic 
use under the act, it is to be found in the 
fact that the Senate Banking Committee 
in charge of the hearings on the proposals 
flatly rejected an amendment which would 
have specifically provided that the Secre- 
tary be bound to make such minimum wage 
determinations for an industry on the basis 
of existing prevailing minimum wages in a 
city, town, country, village or other civil 
subdivision in which the materials, etc., are 
to be manufactured or furnished under the 
contract.” 


How FLSA Affects Walsh-Healey Act 


During the course of the hearings con- 
ducted by the Senate Banking Committee, 
one of the arguments advanced by spokes- 
men for the industry and local associations 
was that the Walsh-Healey Act was no 
longer required to preserve minimum stand- 
ards on government contracts, because such 
standards were fixed for government and 
commercial business by the Fair Labor 
Standards Act, as amended. Such a con- 
tention has already been disposed of by 
the courts. 

In Powell v. United States Cartridge Com- 
pany,” the United States Supreme Court 
was asked to dismiss an action under the 
Fair Labor Standards Act for wages alleged 
to be due employees of a cost-plus-a-fixed- 
fee contractor employed by the government 
to manufacture small arms ammunition, on 
the ground that the arrangements between 
the contractor and the government were 
controlled solely by the Walsh-Healey Act 
pursuant to a stipulation contained in the 
contract and that, therefore, the employee 


‘complainants had no standing in court since 


the right to sue for violation of the Walsh- 
Healey Act was in the government alone. 
The Supreme Court, rejecting such a con- 
tention, held that application of the Walsh- 
Healey Public Contracts Act to employees 
engaged under cost-plus-a-fixed-fee con- 
tracts between the government and its con- 
tractors does not preclude application of 





% See discussion at pp. 402 and 407-408. 
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the Fair Labor Standards Act to such 
employees, despite the contention that the 
two laws are mutually exclusive. Speaking 
of the relationship between the Fair Labor 
Standards Act and the Walsh-Healey Act 
the court said: 

“In other enactments we find collateral 
recognition that the Walsh-Healey Act 
might apply to the same employment as 
the Fair Labor Standards Act. Simi- 
larly, the Portal-to-Portal Act of 1947 indi- 
cated that persons employed by Government 
contractors, and thus protected by the 
Walsh-Healey Act, were entitled to the 
benefits of the Fair Labor Standards Act.” 

Certainly this language by the Supreme 
Court of the United States plainly points 
to the fact that Congress, when it enacted 
the Fair Labor Standards Act, did not in- 
tend to exclude its application to situations 
in which the Walsh-Healey Act might be 
involved, and vice versa, for the purposes 
and fundamental aims of the two statutes 
are different.” 


Bacon-Davis and Walsh-Healey 
Have Some Similarity 

In certain respects, there is some simi- 
larity between the Bacon-Davis Act and the 
Walsh-Healey Act.” In the former as 
under the latter act, the Secretary of Labor 
determines, among other things, the wage 
criteria which contractors are obliged to 
meet.” However, under the Bacon-Davis 
Act the Secretary is bound, in accordance 
with the well defined term “locality,” to 
determine minimum wages in the individual 
locality based on prevailing minimum wages 
for particular jobs." Since the actual prac- 


tice of determining minimum wages under 
the Bacon-Davis Act is almost identical 
with the procedure proposed by the South- 
ern textile group to be followed under the 
Walsh-Healey Act, one can detect the 
planned effort, from the outset and through- 
out the entire aforesaid proceedings, by 
slanted arguments, to bring the two within 
the same perspective.” But such a com- 
parison must fail in the light of existing 
authority and the clear intent of Congress 
to distinguish the two statutes. 


That the application of the provisions 
of the Bacon-Davis Act are distinguishable 
from those of the Walsh-Healey Act is 
implied from the decision of the Supreme 
Court of the United States in the Powell 
case, in which the court refers to the Con- 
gressional findings contained in the Portal- 
to-Portal Act of 1947 as manifesting the 
intent of Congress to differentiate between 
the Fair Labor Standards Act, the Walsh- 
Healey Act and the Bacon-Davis Act.” 


Moreover, so far as the Congressional 
intent is concerned, it is difficult to per 
ceive a more settled manifestation of a 
desire to distinguish between the two stat- 
utes than the action of the Senate Commit 
tee in specifically rejecting the proposed 
Walsh-Healey “locality” amendment which 
was couched in almost the identical lan 
gauge of the “locality” provision in Section 
1 of the Bacon-Davis Act.“ Additional sup- 
port for this proposition is evidenced by 
the fact that for more than 15 years Con- 
gress was called on to appropriate funds 
to enable the Secretary to carry on his 
activities to determine prevailing minimum 
wages. In the course of hearings and de- 
liberations by Congress on the subject of 





In most instances the prevailing minimum 
wage standards under the Walsh-Healey Act 
exceed the minimum of 75 cents per hour pro- 
vided under the FLSA. In the FLSA the remedy 
provides recovery of liquidated damages and 
attorney’s fees in wage proceedings brought 
by employees, while there is no such provision 
in the Walsh-Healey Act 

* So far as coverage is concerned the difference 
is, generally speaking, one between public 
works construction and manufacturing 

* There are, however, some very substantial 
distinctions with respect to procedures, appli- 
cation and remedies 

%! By Sec. 1 of the Bacon-Davis Act, each con- 
tract ‘‘shall contain a provision stating the 
minimum wages to be paid various classes of 
laborers and mechanics which shall be deter- 
mined by the Secretary of Labor to be prevail- 
ing for the corresponding classes of laborers and 
mechanics employed on projects of a character 
similar to the contract work in the city, town, 
village, or other civil subdivision of the State."’ 
(Italics supplied.) 


Walsh-Healey “Locality” Problem 


The attention of the reader is directed to the 
fact that the original proposal! of Senator Ful- 


bright to amend the “‘locality’’ provision of the 
Walsh-Healey Act contained almost the identi- 
cal language of the “‘locality’’ provision of the 
3acon-Davis Act, cited In this footnote 

% A typical statement of proponents for the 
‘“‘locality’’ amendment was that ‘‘the Act gives 
the Secretary no power or authority whatever 
to fix or set minimum wages anywhere on the 
basis of what he may consider or find to be 
fair and reasonable or right or proper. His 
duty and his authority extend only to ascertain- 
ing and declaring what minimum wages are in 
fact prevailing in a given locality He had 
neither the duty nor power to name a minimum 
wage . " This is the argument advanced in 
Gilioz v. Webb, 99 F. (2d) 585, (CCA-5, 1938), 
in which the Secretary's duties and limitations 
under the Bacon-Davis Act were said to be con- 
fined to those of an appraiser and determiner 
of the rate only. This contention was rejected 

*% See note 22 in Powell v. United States Car- 
tridge Company, cited at footnote 27 

% See footnote 31. 
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these appropriations, the practice by the 
Secretary of setting minimum wages on a 
nation-wide basis for an industry under 
the Walsh-Healey Act was well known and 
recognized as standard procedure by the 
members of Congress. It is not conceiv- 
able that Congress would have, year after 
year, made these appropriations without 
limiting the Secretary’s power if it was felt 
that he did not have the authority to exer- 
cise discretion in determining the basis for 
setting minimum wages as he did. Congress 
was fully aware, during this whole period, 
that minimum wage determinations under 
the Bacon-Davis Act were made on the 
basis of prevailing wages for particular jobs 
in the individual locality whereas, such 
determinations under the Walsh-Healey 
Act were based on nation-wide industry mini- 
mum wages. From these undisputed facts 
the only reasonable inference to be drawn 
is that Congress intended to make a real 
distinction between the two statutes under 
discussion. 


Problem Boils Down 
to Judicial Interpretation 


Since this whole problem of the validity 
of the Secretary’s interpretation of the 
“locality” provision has been narrowed down 
to a question of judicial construction, the 
general rules applicable to statutory con- 
struction of wage laws are pertinent to this 
discussion. 

The guiding principles underlying the 
rules construing the provisions of wage 
statutes are to be found in the objectives 
sought to be accomplished thereby. If the 
objectives sought to be accomplished in- 
volve salutary social and economic aims, 
the statute should be very liberally con- 
strued.™ Of course, this does not require 
an interpretation which is opposed to the 
obvious meaning and purpose of undefined 
terms used in the act,” but it does re- 
quire a liberal interpretation in accordance 
with the high legislative purposes and aims 
expressed in the act as a whole.” 

The lofty objective of the Walsh-Healey 
Act is noted by the Supreme Court of the 


United States in Perkins v. Lukens Steel 
Company, cited at footnote 10, in which Mr. 
Justice Black said: 

“The Act’s purpose was to impose obli- 
gations upon those favored with Govern- 
ment business and to obviate the possibility 
that any part of our tremendous national 
expenditures would go to forces tending 
to depress wages and purchasing power and 
offending fair social standards of employ- 
ment. As stated in the House Report of 
the House Committee on the Judiciary on 
the Bill (House Report No. 2496, 74th 
Cong., 2nd Sess.) “The object of the bill is 
to require persons having contracts with 
the Government to conform to certain labor 
conditions in the performance of the con- 
tracts and thus to eliminate the practice 
under which the Government is compelled 
to deal with sweat shops’.” 

By so characterizing the broad aims of 
the Walsh-Healey Act, Justice Black com- 
mitted this statute to the same general class 
of federal wage laws as the Fair Labor 
Standards Act and the Bacon-Davis Act. 
It is therefore reasonable to assume that 
its provisions should be accorded the same 
liberal rules of judicial construction as have 
many times been applied by the United 
States Supreme Court to the other federal 
wage laws aforementioned, And, if this 
postulate is true, the “locality” provision of 
the Walsh-Healey Act should be defined 
to mean what it means in the ordinary 
sense, but controlled, by the context and 
the legislative intent, Taking into consid- 
eration the lofty social and economic aims 
expressed by Congress and attributed thereto 
by Justice Black, the ordinary meaning of 
the “locality” provision should be the most 
liberal interpretation thereof which will best 
serve to carry out the salutary purposes 
expressed by Congress. 


Those who oppose the Secretary’s inter- 
pretation of the “locality” provision seem 
to place great reliance upon the decision of 
the United States Circuit Court for the 
District of Columbia in Lukens Steel Com 
pany v. Perkins, cited at footnote 9, wher« 
the court, in construing the word “locality’ 
relied largely upon the dictionary meaning 





% Tennessee Coal, Iron & Railroad Company 
v. Muscoda Local No. 123, 8 LABOR CASES 
951,175, 321 U. S. 590. (1944); McComb v. 
Farmers’ Reservoir & Irrigation Company, 16 
LABOR CASES { 65,217, 337 U. S. 755 (1949); 
Powell v. United States Cartridge Company, 
cited at footnote 27; and several very recent 
decisions of the Supreme Court again indicate 
the liberal interpretation to be applied in this 
class of legislation. See, for example, Alstate 
Construction Company v. Durkin, 23 LABOR 
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CASES { 67,434 (1953); Thomas v. Hempt Broth- 
ers, 23 LABOR CASES { 67,435 (1953). See also 
Gilioz v. Webb, cited at footnote 32, applying 
the same rule in a case dealing with the Bacon- 
Davis Act. 

* Blankenship v. Western Union Telegraph 
Company, 11 LABOR CASES { 63,343, 67 F. Supp. 
265 (DC, W. Va., 1946). 

%t Musteen v. Johnson, 6 LABOR CASES § 61,443, 
133 F. (2d) 106 (CCA-8, 1943). 
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of the word. This position does not take 
into account the oft repeated rule of the 
United States Supreme Court: “We do not 
make a fortress of the dictionary.” It is 
difficult to believe that so dynamic a ques- 
tion as this one, involving possibly disastrous 
implications and results, would be decided 
on the basis of dictionary meanings rather 
than a definition which is consistent with its 
practical meaning, taking into consideration 
the legislative history, the events after the 
enactment of the Walsh-Healey Act and the 
humanitarian purposes sought to be accom- 
plished by the act. 


Whole Nation Is Vitally Concerned 


This discussion should make it sufficiently 
evident that this subject 
not only to the New England textile indus 
try but 


is of vital concern 


mass of employers and 
More- 


national 


also to the 
employees throughout the country. 
from the standpoint of the 
defense effort, the 
and the 


purchasing power in all sections of the coun 


over, 
industrial relations view- 
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munity” rates It in 


mass migration of the major industries from 
the North to the South, disastrously affect- 
ing the Northern section of the country 
which in turn would seriously affect the 
national economy. Such possibilities should 
be avoided at all costs even to the point of 
eliminating all founded on 
sectional welfare, for as sure as night fol- 
lows day, the consequences will ultimately 
affect the welfare of all the citizenry, re- 
gardless of their geographical location 

The Walsh-Healey Act, like all federal 


wage statutes, has tor its primary purpose, 


considerations 


as patently disclosed by its legislative his- 


tory, the objectives of extending the fron 


tiers of social progress by insuring a fair 


’ . , 
day’s pay for a fair day’s work on goods 


to be manufactured for the government, to 


be accomplished by regulating minimum 


wages industrywide and under conditions 
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titive advantage over an 
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determination of minimum 
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very mischief which 
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courage and nurture the 


the act was intended to remedy 


WILL LABOR AND MANAGEMENT MERGE? 


“It is hard to say how far unions will 
be willing to go in modifying their tradi 
tional investment patterns 
to predict what unions 
future. In 


conservative 
It is much safer 
will probably not do in the 
a recent book by Frank Tannenbaum 
A Philosophy of Labor (New York 
Knopf, 1951), it is asserted that unions 
should use their funds to purchase stock 
with which they have 
bargaining relationships. This 
transformation of in 


in the companies 
collective 
will result in the 
dustrial relations, 
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the direction of industry. 
ment and labor will become 
much of our present industrial strife will 
very naive 


one, 


disappear. This is at best a 


in extension 
**Taft- 


discussion on this point 
by Congressman Rhodes on 


3s See 
of remarks 


Walsh-Healey “Locality” Problem 


view. In the first place, the total assets 
of all 


when 


unions combined are insignificant 


compared to the assets of any 
corporation, such as 
Standard Oil of 


Steel, o1 


American 
Motors 
U. § 


major 
Ne Mw 
Tel 
Any ot these companies possesses 
total assets of all unions 
Thus unions will never be abl 

American 
they could 
whether unions 


General 
Jersey, American 
phone 
several times 
together 
to buy a controlling share in 
Secondly, even if 
doubtful 


interested in 


industry 
lo so, it 1s 
would be such 


Labor 


ducers’ 


a policy 
of pro 


hasco ol 


still remembers the failure 
and tI e 


1920's 


cooperatives 
Unions can 
members 
straight 


labor banking in the 
achieve better 
by devoting 


gains for their 
collec 
“Trade 
Industrial 
April, 1953 


themselves to 
Nathan 
Union Investment Policies,” 
and Labor Relation Review 


tive bargaining.” 3elfer, 


Revision,’’ 83 
p. All117, March 2 


Hartley 
Appendix 


Congressional 


1953 


Record, 


409 





Collective Bargaining and the Public 


THIS DISCUSSION 


IS ESPECIALLY TAILORED TO FIT OUR 


CURRENT ECONOMIC ENVIRONMENT, THAT IS, ONE OF GOOD 
BUSINESS, FULL EMPLOYMENT AND WITH FAIRLY STABLE 
PRICES, BUT UNDER THE CLOUD OF POTENTIAL INFLATION 


fe sen wage agreements that will emerge 
from this year’s set of contract negotia- 
tions appear to be of unusual interest for 
several reasons: (1) They will be the first 
to be negotiated under a Republican Ad- 
ministration since the emergence of big 
unionism; (2) they will be determined with- 
out the direct influence of governmental 
wage and price’ controls; (3) they occur at 
a time when prices have been stable for 
almost a year and when the economic out- 
look may be undergoing important changes. 
The significance of each of these factors 
deserves separate exploration. It is, how- 
ever, the burden of the social scientist that 
he cannot conduct a controlled experiment 
in which changes are introduced one at a 
time. The major interest of this paper is 
the second of the factors listed above, the 
return to free collective bargaining. To 
discuss this meaningfully it is necessary to 
postulate an economic environment and | 
shall assume that the situation is one of 
good business, full employment and rela- 
tively stable prices, but with the economy 
potentially inflationary because of the ex- 
pectation of a continuing high level of de- 
fense and related activities and _ the 
continuation of a government deficit.’ 
1953 promises a significant test for free 
collective bargaining under an administra- 
tion publicly committed to the role of 


interested observer. But the fact that 
government is not a participant does not 
mean that past governmental intervention 
in the bargaining arena will be without 
influence. Recent history of governmental 
intervention, through special ad hoc fact 
finding commissions, through presidential 
pronouncements, and through specially con- 
stituted stabilization agencies, has don 
much to create an atmosphere in which 
is necessary to sell any wage agreement to 
the public in terms of certain “reasonabl 
criteria” of settlement. It does not requir« 
a very sophisticated observer to recognize 
that these criteria have been frequently ay 
plied after the fact to rationalize approval of 
a settlement that accords to the realities 
of a situation, whose reasons are as oft 
political as economic. The public relations 
of private collective bargaining have becom« 
not only more important but more stereo 
typed as well. And, I shall argue, the 
result of this new necessity for public rela 
tions along recognized lines will likely in 
fluence the actual settlements, very possibly 
in ways that are not wholly consistent with 
the public interest. 


It is naive to believe that actual wag: 
settlements are solely the result of dis 
cussion of specific criteria, such as produc 
tivity and cost of living, or that the 
settlement results from a mechanistic ap- 





1 This assuiaption seemed to me to be appro- 
priate before the current Russian ‘‘Peace Offen- 
sive.’’ I can offer no informed opinion as to 
what the Russians are up to. It is evident that 
the economic outlook will be importantly in- 
fluenced by the amount and rate of defense ex- 
penditures, and these are heavily influenced by 
our appraisal of the significance of the Krem- 
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lin’s activities. If the assumption looks wrong 
when the paper is published, the argument 
should be treated as a prognosis of the effective- 
ness of free collective bargaining in the next 
inflationary situation. That the postulated en- 
vironment will be relevant within the next few 
years, if not in 1953, seems exceedingly 
probable. 
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plication of these criteria to the time period 
which the negotiators feel is relevant. Even 
in the case of the celebrated GM-UAW 
contract of 1948, which included both pro- 
ductivity and cost-of-living clauses in the 
agreement, it has been convincingly argued 
that the realities of the negotiations in other 
industries required something like the 11- 
cent increase which the contract provided.’ 

But if we accept the notion that certain 
key bargains establish the size and kind 
of package which will be influential else- 
where and if that package must be publicly 
justified, then both the initial demands of 
each party to the key bargains and the 
final settlement will be made with a view 
to its public relations aspects. Specifically 
if each party believes that, say, a five-cent 
cost-of-living adjustment can be defended, 
the unions will not ask for less, nor will 
the employers insist on less, whatever their 
view of the wisdom of the particular cri- 
terion. Both the minimum and maximum 
demands of each party will be influenced 
by the public view of reasonableness of the 
demands, whatever the wisdom of the 
public’s view of what is reasonable. Th: 
gap between minimum and maximum de 
mands, however, may be large; within the 
gap is the room for negotiations based upon 
real considerations. 

In this way, at least, public consciousness 
impinges upon collective bargaining. But 
the more important question is how well 


By PETER O. STEINER 
Assistant Professor of Economics, 
University of California, 
Berkeley 





the public interest is served by the settle- 
ments that emerge from the negotiations. 
Insofar as the publicly accepted criteria of 
settlement have influence, and insofar as 
these criteria are themselves consistent with 
the public interest, that interest is repre- 
sented. But if the publicly accepted criteria 
and the ends of public interest are not con- 
sistent, the public may unwittingly partici- 
pate to its own disadvantage in wage 
agreements that are collectively bargained. 
For example, suppose the acceptance on 
grounds of “equity” of cost-of-living adjust- 
ments leads to inflationary increases in 
wages in a situation where the true public 
concern is with stabilization of the economy 
against the dangers of inflation. Here the 
public interest is compromised by the public 
influence. I do not think that such a situa- 
tion is merely hypothetical. 


A more fundamental protection of the 
public interest is usually invoked. Recently 
rechristened the theory of countervailing 
power,’ it argues that in a free society the 
public interest will emerge from clashes 
of the special interest on either side. Thus 
in the field of wages, the pressure of unions 
for high wages and of employers for low 
wages should serve to protect the public 
from either extreme if only the contending 
parties are allowed to meet in fair fight 
and with not too markedly unequal power 
The rationale of much of the New Deal 
labor legislation lay in the acceptance of 





2 Arthur M. Ross, “Some Comments on the 
General Motors Wage Agreement of 1948,"’ The 
Review of Economics and Statistics (February, 


1949). 
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*J. K. Galbraith, American Capitalism: The 
Concept of Countervailing Power (Boston, 
1952). This provocative and stimulating book 
examines the weaknesses as well as the strength 
of the concept of countervailing power 
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“| have benefited from a discussion 
of this paper with several of my col- 
leagues: R. Dorfman, R. A. Gordon, 
M. W. Reder, and A. M. Ross. | 
alone should be held responsible for 
the views expressed."’ 

—Peter O. Steiner 





this doctrine and of the corollary that 
labor’s power needed to be brought up to 
that of employers. Public support for 
Taft-Hartley was sought on _ similar 
grounds, though here the emphasis was on 
redressing the alleged excesses of the at- 
tempts to strengthen labor’s hand. 

But will this contending of 
forces always work to protect the public 
interest? In some cases the costs of the 
process are deemed excessive. Thus, in 
war, the costs of work stoppages, which are 
a necessary weapon in the process of collec- 
tive bargaining, may be more than the public 
will tolerate, and alternative procedures— 
involving direct intervention—are required. 
But there are additional situations where 


opposing 


countervailing power may fail to protect the 
public interest simply because the range of 


solutions lying within the area of contention 
does not include the solution appropriate 
to public goals. In the case of commodity 
markets much attention has been devoted 
to the fact that existence of numerous 
sellers in free markets does not always 
develop price and product results that 
are satisfactory from the public point of 
view. I refer not merely to the possibilities 
of collusion instead of competition, an area 
where legislative concern has long existed, 
but also to the many cases where various 
sorts of business rivalry do exist but where 
such rivalry does not necessarily further 
the public interest. In collective bargaining 
the question is whether the objectives of the 
two contending parties are such as to em- 
brace between them the interests of the 
public. If so, a solution widely divergent 
from publicly desirable results is unlikely; 
if not, such divergence should be expected. 

How the public will fare in collectively 
bargained wage negotiations will depend 
then, on two sets of factors: (1) the pos- 
sible limits set by the opposed interests of 
labor and management, and (2) the recog- 
nition by both unions and management of 
the publicly acceptable criteria which per- 
mit rationalization of such settlements. It 


is unlikely that serious public outcry will 
result initially unless this second kind of 
limit is exceeded. There is always, how- 
ever, the possibility of direct intervention 
if the results of negotiated settlements prove 
to be highly unsatisfactory. If, for example, 
inflation does ensue, after some interval the 
re-emergence of direct intervention becomes 
probable. 

To appraise these possibilities it is neces 
sary first to examine the major interests of 
management, labor and the public as wag 
negotiations commence. Naturally these 
interests are heavily influenced by the exist 
ing and anticipated economic environment 
As previously indicated, the following dis 
cussion is based upon the assumption that 
this situation will appear potentially infla- 
tionary. Subsequently we will look at the 
influence in the context of these interests ot 
the major accepted criteria used in justifi- 
cation of wage settlements. 


Countervailing Power 


The Unions’ Objectives.—Union objec 
tives will certainly include wage increases. 
Business is good, profits are high and the 
freedom to bargain under a potentially 
hostile administration suggests a need fo: 
union leaders to provide some show of 
strength to bolster their own morale and 
that of their members. I suggest the fol- 
lowing three objectives: 

(1) The recapture of any loss in 
wages owing to increases in the cost of 
living during the period which the previous 
contract covered. 

(2) At least a small increase in real wages 
over the previous high. 

(3) An increase in money wages that is 
regarded as appreciable by the members. 

The first of these will apply with different 
force in different situations. Generally it 
promises only slight increases. The second 
also promises slight increases. The third 
is perhaps most important. It has been 
generally accepted that unions are mor: 
than mere collective bargaining agents for 
their members. They are institutions with 
professional leadership, and with recognized 
structured relations between the leadership 
and the rank and file. Union leaders must 
“deliver” if they are to retain their support, 
and such delivery requires more than merely 
automatic adjustments. Thus if the size of 
package which would satisfy by the first two 
objectives is small—in cents per hour—it 
is unlikely to be satisfactory to union lead 


4! 
real 








4For example, it is often argued that rivalry 
among cigarette sellers, which takes the form 
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of extensive advertising, tends to increase costs 
and thus the price of the product. 
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A larger increase in money wages, 
self defeating 


The “money 


ership. 
even if it is recognized to be 
in real terms, will be preferred 
illusion” is by no means generally valid, but 
it remains an important the re 
lations of union leaders to union members 


factor in 


For these reasons, and within the limits 
imposed by the public relations factors, it 
seems reasonable to expect that unions will 
demand a wage increase in money terms 
that is larger than that necessary to satisfy 


This 


these demands will, if achieved, be 


the first two objectives listed above. 
being so, 
necessarily inflationary. 

objectives be 
union 


these 


expensive to 


How strongly will 
pressed? A strike is 
membership and seldom recovers in gains in 
the contract pe riod the wages lost durin 
strike. Work stoppages to be under 
stood require a broader perspective tha 
that of immediate economic considerations 
A strike threat is always a weapon in collec 
tive bargaining; to be a realistic threat there 


the 


must be weapon 


used. 


some possibility of the 
being Almost every union will strike 
occasionally to—in poker terminology—‘“keep 
employers honest.” <A reason for 
striking may be purely internal: Rank and 
file interest and loyalty require periodic 
refreshment, and militancy is the best re- 
Finally a strike may be undertaken 
for political reasons, designed to test or 
to embarrass the government. At present 
none of these motives seems exceptionally 
strong, but the comparative quiet on the 
labor front in the few makes 
militancy a possibility if real resistance to 
the wage objectives indicated above is 
encountered. 


second 


fresher. 


past years 


Management’s Objectives.—Political con 
aside, the major 

in contract negotiations under 
the assumed economic appcar 
be (1) no interruption of production and 
beyond 


siderations objectives of 
management 
environment 
to 
(2) no appreciable cost increases 
those that can be recovered by higher prices 
The desire for uninterrupted production 
is occasioned by the high level of activity, 
and requires no special comment. It sug 
] 


gests that resistance to union wage demands 


will be slight unless those demands threate 
incursions into business profits. The critical 
question then is the extent to which wage 


increases can be passed along in higher prices 


Recent history suggests that coordinate 


price increases to match increased costs at 


largely possible. General consumer resis 





5 See Albert Rees, ‘“‘The Economic Impact of 
Collective Bargaining in the Steel and Coal 
Industries During the Postwar Period,”’ IRRA 
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tance to price increases has not developed 
owing to the fullness of employment, par 
ticularly where price increases are timed 
to follow closely on wage increases, a publi 
relations factor of substantial 
Nor need employers fear competitive dis- 
their such wage 


importance 


advantages from rivals if 
increases as they grant are negotiated on an 
Che the bar 

pressure on em- 
Che limit 
alluded to 
their con 


there 


basis broader 


industry-wide 
gaining base the less 
cost increases 


that 
to rationalize 


ployers to resist 


to employer concessions is 
earlier, the ability 
cessions ncreases arising 
from—in t ns of a Pp riteria 

Thus it would seem as if employer resis 
tance to union demands would be less 
than 


A possible counterforce might be 


Wage 


-within reason, of course 


found in 


formidable 


purely political considerations; in a willing 
ness to test the Republican Administration’s 
labor policy, particularly with 
strikes. But while tempting, this possibility 
probable because of the 


respect to 


would not seem 
high costs to industry of 


at this time. 


a work stoppag¢ 


The Public Interest.— Public objectives in 
a potentially inflationary situation appear 
to be twofold: First, continuity of pro- 
duction particularly of materials 
involved in the defense 
grams and, second, avoidance of any marked 
changes If the 
accurate, it 
likely that both of these objectives will be 
satisfied. condition that makes agree 
ments without likely is agree 
ment between the the nature 
of the specifically in 


basic 
and assistance pro 
destabilizing preceeding 
discussion 18 does not seem 
The 
interruption 
parties as to 
possible settlement, 
this case the willingness of 


yield wage increases and raise prices. Wage 


industry to 


increases small enough to entail no price 
possible only if an unex 
upon the employers’ sid 
would 
‘ | 


success only after a struggle As suggested 


continued produc 


increases seem 
militancy 


this 


pected 
develops, and have promise of 
above the former result, 
but inflationary wage 


likely in 


seem 


1 
the stated oD 


tion increase, 


the more view of 


jectives of the two parties 


Put differently, countervailir 


of the two implicit checks prey 


ate d, does not 


desir« to 


promise pri 
nflation 


public avoid ause 


neither of the parties to the negotiation is 


committed to limiting wage increases to 


those that are consistent with stable prices 


Proceedings of Third Annual Meeting (1950) 
This factor also was evident in the late stabili- 
zation program and the underlying legislation 
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If such protection is to occur it will have 
to be through the second check: the in- 
fluence of publicly accepted criteria of wage 
settlement. The next section involves a 
consideration of these. 


Criteria of Settlement 


Of the many principles of wage settle- 
ment that have been advocated in collective 
bargaining, arbitration and government wage 
stabilization, three appear to me to be suf- 
ficiently well established and relevant in 
1953 to constitute effective influence on both 
labor and management. These are (1) changes 
in the cost of living, (2) changes in man- 
hour productivity and (3) going rates in 
comparable situations. Yet each of these 
as they are likely to be invoked are possibly 
inflationary, and all together they are clearly 
so. Each will be briefly considered. 

Cost of Living.—Wazge increases to match 
increases in the cost of living have long 
been urged by labor. Resistance to such 
claims has more recently vanished, as much, 
I suggest, because of governmental policy 
in the postwar period as because of the 
acceptance of the inevitability of price rises 
following wage increases. A prominent labor 
economist and former member of the Wage 
Stabilization Board has recently conceded 
that the minimum level of a concious 
stabilization program even in time of all-out 
war would be one that allowed wages to 
rise with increases in the cost of living.‘ 

While this doctrine is hardly challenged 
today by either government or management, 
it is well to note that this was not always 
so. During World War II, the War Labor 
Board consciously sought and largerly suc- 
ceeded in breaking the link of wages to cost 
of living in the celebrated “Little Steel” 
Formula. But the peculiar constellation of 
conditions that made this possible is gone, 
perhaps forever.” 

Cost-of-living adjustments that result in 
downward wage changes are by no means 
accepted by labor or insisted upon by man- 
agement. The familiar “escalator” clauses 
sharply limited downward adjustments, and 
union enthusiasm for such provisions has 
virtually vanished with the first downward 
adjustments.® 


It has been frequently demonstrated that 
however well justified wage increases based 
upon cost of living may be on equitable 
grounds, or however sanguinely they are 
regarded by the public they will tend to 
be inflationary unless their influence is 
otherwise offset.* The successive “rounds” 
of wage increases in the period since World 
War II are sufficiently well remembered 
so that there is little need to labor this point. 


But, the reader may wonder, since prices 
and living costs have been remarkably stable 
in recent months, why should this factor, 
however potentially important, be of much 
actual concern today? Two considerations 
may be mentioned. First, there will always 
be certain areas where wages have lagged. 
Since real wage decreases and real wage 
increases are not treated symmetrically, 
those cases in which cost of living has in- 
creased since the last reopening will be 
compensated for wherever they occur, and 
they will not be offset by corresponding 
This is to say that a 


decreases elsewhere. 
stable relation of wages and prices on the 
average will always include industries which 


have received less than the average in- 
crease, and in these cases upward adjust- 
ments on the cost of living basis will occur. 
Because of the asymmetry this considera- 
tion exerts upward pressure, and it is likely 
that the average over-all increase granted 
on the basis of cost-of-living adjustments 
will exceed the average over-all increase in 
the cost of living. This influence however 
will probably be minor. 

The second consideration is more im- 
portant. Comparison of changes in wages 
relative to the cost of living involves com- 
parison of the present situation with some 
base date. But which date? 1940?, 1946?, 
1949?, 1950? or 1952? Manipulation of the 
comparison base can have striking effect 
upon the comparison involved. Nor 
there seem to be any uniform precedent in this 
matter. If the desire is to justify an ap- 
preciable cost of living component, the most 
favorable comparison base can be selected 


does 


This criterion, then, is looser in practice 
than in theory, and it is inflationary when- 
wage increases.” 


ever it leads to 





“Clark Kerr, ‘Governmental Wage Re- 
straints: Their Limits and Uses in a Mobilized 
Economy.'’' American Hconomic Review (May, 
1952). As Kerr points out, the fact that this 
is a lower limit will not always mean that the 
size of increases is small. 

™See the article cited at footnote 6, pp. 375 
376 for a cogent discussion. 

8 For some historical discussion see the article 
cited at footnote 2. 
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* See, for example, M. W. Reder, ‘‘Some Com- 
ments on the General Motors Wage Agreement 
of 1948," The Review of Economics and Sta- 
tistics (February, 1949) 

#” Actually, to be inflationary such wage in- 
creases must lead to an increase in effective 
demand. Under the postulated conditions, how- 
ever, this is virtually certain to occur. 


June, 1953 e Labor Law Journal 





Changes in Man-Hour Productivity.— 
Changes in wages that merely reflect real 
increases in productivity are particularly ap- 
pealing since they share gains in achieved 
efhciency and involve no pressure on costs 
or prices. The long-run history of increases 
in real wages in this and other industrial 
countries is striking testimony to the im- 
portance of productivity as a source of real 
whether or not the link 
recognized. But a 
increases 


wage advances, 
between the two was 
literal attempt to grant 
upon actual changes in productivity suffers 
from two critical difficulties which will be 
discussed here by reference only:™ (1) the 
volatile nature of short-run changes in 
productivity and the conceptual problems 
involved in their interpretation, and (2) the 
distortions upon the structure of wages that 
would result from such application of pro- 
ductivity changes. 


vage 


In so far as the productivity criterion is 
invoked and accepted it rests upon a looser 
notion; upon average concession to 
the clearly observed long-run tendency fot 
productivity to increase. “Improvement fac- 
tors” represent the most explicit use of this 


some 


concept, and while such provisions are cur- 
rently out of vogue and seem unlikely to 
1953 


negotiated wage 


contracts, some part ol 
increases will doubtless be 
attributed to Use of 
ductivity considerations will be applied “across 
the board” rather than to particular plants 


or firms. 


appear in 


such a factor. pro 


In order to illustrate why even the use of 


such a criterion as the basis for wage in 
creases may itself be inflationary it is only 
necessary to realize that any average in- 
crease reflects a good deal of actual diversity 
For those which 


actual gains in efficiency lagged behind the 


industries or firms for 


average, increases in wages along thes« 
lines would put pressure on costs and profits, 
and thus indirectly upon prices. Since em 
ployers are unwilling to accept such pressure 
on profits the temptation to increase prices if 
possible would be great. In those industries 
where actual gains of productivity exceeded 
the average allowed, profits would be higher, 
and it would very likely be easier to satisfy 
yielding to additional demands 


labor by 


Run Behavior of Physical Productivity and 
Average Hourly Earnings.’’ Review of Eco- 
nomics and Statistics (November, 1949); John 
T. Dunlop, ‘Productivity and the Wage Struc 
ture,’’ Income, Employment and Public Policy 
(New York, i948); Peter O. Steiner, ‘‘The 
Productivity Ratio: Some Analytical Limita- 
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11 See, among others, Clark Kerr, ‘‘The Short- 


than either to maintain the excess profits 
or to pass along such savings in the form 
of price reductions. 

The central point 
even this least inflationary 
wage increases is by no means sure to be 
free from attendant net price increases 
because of the way it is applied 


here is, simply, that 
criterion tor 


Wages in Comparable Situations.—This 
criterion hardly extended comment. 
The process of equalization is, how- 
ever, largely an upward one in periods of 
full employment. It thus tends to make 
subseqeunt bargains reflect the influence of 
the highest previous bargains. In practice 
union leaders are under pressure to acquire 
for their members either the typical size 
wage increase obtained elsewhere or the 
typical wage elsewhere. The criterion 
of equalization is seldom invoked unless the 


needs 


ware 


raie 
increase implied by the second is greater 
than that invloved in the first. 
this criterion, which has been publicly ac 


Once again, 


cepted for vears, is so sufficiently loose as 
to be permissive of appreciable wage in 
creases in almost any situation by appropriate 


specification of the relevant comparisons.’ 


A Summary of the Influence of Criteria. 

The purpose of this discussion of criteria 
has been to appraise whether in view of the 
enunciated objectives of labor and manage 
ment any limitation on an inflationary wage 
the needs of 
what are 
criteria of 


increase would result from 
public justification in 
publicly regarded as 
wage settlement. That question can not be 
definitely that 


mentioned 


terms of 
accepted 


answered, but it 
three 
concurrently applied there is room 
that 
These 


1s apparent 


since all of the criteria 


may be 


for “justification” of a wage increase 
is appreciably inflationary in size. 


criteria may limit the size of such increase, 


but they do not promise to prevent an 
inflationary increase in the absence of a 


willingness of either party to insist upon it 


Perhaps the most serious criticism of the 
postwar stabilization program is that, under 


I 


prevailing political 
diluted the 


lessened the possibility of 


the pressure o1 the 
climate, it effectively concept ot 
stabilization and 
effective mobilization of the public influence 
Review and 
1950). 


of Economics 


tions in Its Use,’ 
Statistics (November 
2 ‘By arguing wage inequities, unions hope 
to advance one sector of the wage line and then 
in future negotiations, to pull up ‘the others 


1953), p. 91 This quotation 
“equalization”’’ may be used as 
general wage level 


Fortune (April, 
illustrates how 
a device to raise the 
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as a stabilizing force. In the long run 
the limited accomplishments of the stabiliza- 
tion program may prove to have been 
purchased at a high price. 


Negotiation of Wages 
and Prospects for Stability 


If the arguments of the preceding sec- 
tions are correct, the prognosis appears 
pessimistic with respect to prospects of 
stability. Neither labor nor management 
seem committed to a policy of restraint, and 
indirect influence seems partial at best and 
negligible at worst. Of course, the aims 
of stability are never solely achieved through 
wage negotiations; fundamentally they are 
problems of fiscal and monetary policy. 
But such influence as may be exerted by 
the prospective wage negotations would 
seem to increase rather than mitigate the 
tendencies toward inflation. 

This evaluation has rested upon three 
propositions: (1) The underlying economic 
situation while relatively stable appears to 
be potentially inflationary rather than de- 
flationary. This rests upon the expected 
continuation over the next contract period 
of international tension accompanied by 
high levels of defense expenditure and of 
foreign assistance, and upon the prospects 
of a continuing governmental deficit. (2) In 
this environment the objectives of unions 
and management are such that wage in- 
creases negotiated will certainly exceed the 
small amounts that might be possible with- 
out contributing to an inflationary move- 
ment. The public goal of stability will not 
be protected by the exercise of countervail- 
ing power. (3) Indirect public influence will 
not prove an effective restraint largely be- 
cause of the acceptance of certain “equitable 
criteria” of wage settlement that are them- 
selves consistent with inflationary increases. 

The reader should be warned: This 
analysis rested upon an assumption of an 
economy that was viewed as potentially 
inflationary. Economists’ assumptions have 
often been wrong. How then may the 
hypothecated situation be changed? The 
chief possibility seems to be that manage- 
ment might be persuaded to take a sub- 
stantially more militant position in resisting 
union wage demands. While thie might 
occur for a number of reasons, the most 
likely one seems to be a change in the 
economic outlook. Should a substantial de- 
pression (or recession, to use the modern 
phrase) appear likely, management might 
appropriately become apprehensive about 


wage increases for two reasons. First, the 
ability to pass wage increases along as price 
increases would be seriously threatened, 
and second, they would be reluctant to 
saddle themselves with a higher wage struc- 
ture. These considerations provide small 
comfort, however; they say that if inflation 
ceases to be the problem, collective bar- 
gaining results will not be inflationary in 
their influence. 


The real problem appears to be that when 
inflationary fears are likely to be justified, 
freely bargained wage negotiations will 
aggravate the situation. I suggest that 
whether the assumption of an underlying 
inflationary trend is correct in 1953 or not, 
the inflationary bias in free collective bar- 
gaining will be an important consideration 
for some time to come. 

Finally, supposing the suggested results 
do occur, let us ask whether reinstitution of 
government wage controls of the kind used 
in the post-Korea period would be effective 
as a check to inflation. The previous dis- 
cussion illuminates the real difficulty facing 
a tripartite board. As Professor Kerr has 
noted, the public members of such a board 
are restricted to the role of mediators if the 
board is to survive.” But mediation requires 
settlement within the area of union-man 
agement disagreement. In periods of infla- 
tion the public interest probably calls for 
wages that lie below the area of disagreement 
rather than within it, and thus a mediating 
public representative will not achieve stabii 
ization for exactly the same reasons that 
make “countervailing power” ineffective as 
a restraining force. One function that medi- 
ation can perform is the prevention of work 
stoppages by facilitating the negotiation 
process. But this should not be confused 
with stabilization. 


Effective intervention to control inflation 
is of course possible. But this requires ele- 
vation of stabilization to a position of being 
settlement. With 
control, even 


the actual principle of 
coordinate price and wage 
at the temporary sacrifice of equity, with 
similar tough mindedness in farm policy 
and with similarly oriented monetary and 
fiscal policies, stabilization may be obtained 
and perpetuated. Whether such a vigorous 
program is possible without a major crisis 
preceding it is open to question. “Equity” 
—even if only for the well organized—is a 
more appealing banner than “stability,” al- 
though the latter may be the only truly 
effective way of achieving equity. [The End] 





8 See footnote 6. 
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Furnishing Wage Data for Bargaining 


By WALTER L. DAYKIN 





MANAGEMENT MUST FURNISH WAGE INFORMATION TO UNIONS 
IF BARGAINING IS TO PROCEED ON AN INTELLIGENT PLANE, 
SAYS THE AUTHOR, A PROFESSOR OF LABOR ECONOMICS AND 
PERSONNEL MANAGEMENT AT THE STATE UNIVERSITY OF IOWA 





AREA of collective bargaining 
several observable trends that 


N THE 

there are 
are of utmost importance to both the em 
ployer and the employee. In the first place 
bargaining is on a bilateral basis—it is a 
two-way activity. The union upon 
such conditions of employment as wages, 
fringe benefits, forms of job protection, con- 
trol of transfers and promotions and senior- 
ity. Management has succeeded in obtaining 
longer contracts and the inclusion of clauses 
that regulate that give 
management the right to develop techno 
logical improvements, that make possible 
intelligent grievance procedure, that protect 
job-evaluation devices, that create workable 
arbitration procedures and that make unions 
responsible for the expense involved in col 
Those Students 
value 


insists 


work stoppages, 


lecting union dues and fees. 
vho have ventured into the field of 
judgments consider this two-way trend in 
collective bargaining as being instrumental 
in developing industrial peace 

Another 


bargaining is the 


collective 
both sides 
information so that 
scientific 
that the 
furnishing of information for collective bar 


discernible trend in 
necessity for 
to furnish more 
bargaining can be placed on a more 


x objective basis. It is obvious 


gaining purposes affects the employer mucl 
more than it does the union because man- 
agement is the custodian of the data involved 
It is true that much emphasis is placed upon 
communication with employees in industry 
Many companies have inaugurated commu- 
nication programs to build better human rela- 
tions between management and the men. 
It is believed that communication with em- 


Furnishing Wage Data 


ployees distance and 


result in the 


down social 
which will 
maximization of production and the mini 
Many employers commu- 


bre aks 
increases morale 
mization of costs 
nicate with their employees on matters which 
affect These matters in 
clude points of view on economic and polit 


them as workers 


ical matters, business prospects, security of 
the job and factual information about wage 
rates, standards used for merit rating and 
how time studies are made. 


However, the compulsory furnishing of 


union has been resented 


as interference with managerial prerogatives 


information to a 


There is always present the secrecy or pri 
vacy element that is a significant controlling 
factor. Management is always fearful of 
revealing wage rates and various conditions 
of employment to competitors. Also, if cer- 
available it may 


ain information ts made 


particularly if it reveals intra 


Ci s¢ unrest, 
plant inequities, and it may lead to demands 
from other plants if interplant inequities ar« 
involved. Regardless of the resentment that 
is caused and the problems created by the 
information in the area of 
it should be recognized that 
the trend is the result of cause and effect 


furnishing of 

labor relati ns, 
relations. It is obvious that as unions and 
business organizations get bigger, primary 


relations become impossible and commu 
nication develops on an impersonal level. This 
requires that more facts be made available. 
Again, as indicated earlier, if collective bar 
gaining is to be objective rather than sub 
jective in nature it is necessary to have all 
the pertinent facts or the relevant data in 


order to decision. In 
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reach an equitable 





other words, intelligent collective bargaining 
demands the presence of the relevant facts 
and the selection of persons capable of see- 
ing the relationship between these facts. 
The result will then be an agreement which 
will be incorporated into a labor contract. 
This contract is often characterized as an 
industrial constitution which defines the situa- 
tion for the parties affected. 

The National Labor Relations Board, 
functioning in terms of the National Labor 
Relations Act in order to effectuate the 
policies of the statute and to make collective 
bargaining workable, has required the em- 
ployer to provide the union with information 
relative to the wage histories of individual 
workers in the appropriate bargaining unit, 
with job classification programs, methods 
used to fix wages, incentive bonuses and 
merit rating activities. Rather early in its exist- 
ence this administrative body held that an 
employer was guilty of refusal to bargain 
because he did not furnish to the union 
job classification and payroll information 
which was considered necessary for the union 
to understand the company’s position and 
to thoroughly appreciate the widespread 
wage revision suggested by the employer. 
It was reasoned that such information was 
necessary for intelligent collective bargain- 
ing by the union.’ 

The circuit court to which this case was 
appealed enforced the Board’s order and 
postulated that the union should not be de- 
prived of pertinent facts concerning the 
wage history of its members.’ Therefore, 
the employer was forced to cooperate whole- 
heartedly in furnishing the union with such 
facts as the work done by the employees, 
the respective wages paid in the past, the 
increases granted from time to time and 
all other data bearing upon what consti- 
tuted fair wages and fair increases. In an- 
swer to the employer’s argument that the 
information was confidential, the court con- 
tended that viewed in terms of the expressed 
social and economic purposes of the Na- 
tional Labor Relations Act the information 
requested could not be considered confi- 
dential data of the employer. 

The employer can not justify refusal to 
furnish the union with data on wages and 
changes in productivity on the basis that 
to bargain on productivity wage increases 


would be useless because the employer is 
unwilling to respect the conditions outlined 
by the Wage Stabilization Board in the 
granting of such increases. On the other 
hand, the employer is not required to give 
information about subcontracting to the union 
if the contract contains a managerial clause 
allowing the employer exclusive jurisdiction 
and discretion in this area.’ Also, the com- 
pany must not allow the union to inspect 
time-study data developed by its experts 
but it must permit the union to conduct its 
own time study. The Board argued that 
both of these activities are necessary to un- 
derstand or adequately appraise the merits 
of a dispute in this area.‘ 

It is also a violation of the law for an em- 
ployer to refuse to furnish information, dur- 
ing the contract term, relative to individual 
wage rates and ranges and job classification 
if this information is necessary to the union 
in order that it can bargain intelligently and 
if the data is essential to determine whether 
or not the contract is being applied in a 
nondiscriminatory fashion, that is, fairly 
and impartially. This is true even though 
the union failed to request the wage data 
through the use of the grievance procedure 
outlined in the contract. This failure on 
the part of the union is not equivalent to 
a waiver by the labor organization of its 
right to complain of the refusal of the em- 
ployer to furnish such information. The 
employer does not satisfy his obligation to 
bargain by substituting the grievance pro- 
cedure for his duty to make available to 
the union data that it needs to function in 
terms of the statute. If the union chooses 
to waive such statutory right, the waiver 
must not be merely implied but must be 
stated explicitly and unequivocally in clear 


and unmistakable terms.® 


In making its rulings relative to the com 
pany’s furnishing of wage histories to the 
union, the Board has placed much emphasis 
upon the need to make collective bargaining 
more intelligent if this labor device is to 
function as an instrument of industrial peace. 
Consequently, it is the employer’s statutory 
duty to furnish to the union information 
that is necessary for an intelligent considera- 
tion of grievances and disputes centering 
about individual wage rate. No company 
can take unilateral action relative to wage 
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Of 1500 collective bargaining con- 
tracts in effect in 1952 studied by 
the Bureau of Labor Statistics, 89 
per cent contained provisions for 
arbitration of grievances. 
—Arbitration News 





changes; it is required to make available: 
wage information, including methods used 
to calculate individual earnings, current pay 
rates and schedules of current job classifi- 
cations if such data are necessary for nego- 
tiation.” In fact, the employer must furnish 
all data relative to the wage histories of his 
employees that are necessary to enable the 
union to formulate its wage demands.* This 
is made clear in the New England news- 
paper cases* where the Board ordered the 
employers involved to furnish the union the 
wage data needed to permit the organization 
to intelligently represent the workers and 
to determine impartial administration of the 
contract. The Board rejected the arguments 
of the newspapers that the guild did not 
need the information for intelligent bargain- 
ing, that the business interests of the com- 
panies would be impaired if such informa- 
tion was made known to competitors and 
that the company was justified in its refusal 
to furnish the requested data in order to 
protect the interests of the employees who 
did not want their salaries to be known. 

Not only is the Board concerned with 
the information that an employer must fur- 
nish but it is also vitally interested in the 
way the information is made available. In 
one case” the union requested the salary 
of each employee in the appropriate bar- 
gaining unit before and after the last nego- 
tiated wage increase, present salary of each 
individual employee and the number of per- 
formance rating points received by each em- 
ployee in the last rating. The company 
offered to furnish the union with data relative 
to salaries, salary ranges and merit ratings 
but refused to give the names of the em- 
plovees. The union contended that it needed 
all the information requested in order to 
correlate readily the data with the particular 
person in the bargaining unit. The Board 
~? Vanette Hosiery Mills, 80 NLRB 1116 (1948): 
Dixie Manufacturing Company, 79 NLRB 645 
(1948). 

8 Stilley Plywood Company, Inc., 94 NLRB 
932 (1951). 

® Boston Herald-Traveler Corporation, 2 CCH 
Labor Law Reports (4th Ed.) 112,144, 102 
NLRB, No. 74 (1953); Hastings and Gonsk Pub- 
lishing Company, 2 CCH Labor Law Reports 
(4th Ed.) § 12,159, 102 NLRB, No. 75 (1953); 
Hearst Corporation, 2 CCH Labor Law Reports 
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held that the company must furnish the 
necessary wage data to the union and furnish 
it in a manner that would permit the labor 
organization to readily correlate the data 
with the particular employee in the unit. 
The company could not furnish the data in 
such a way that it would be time consuming 
or burdensome and thus interfere with or 
impede the collective bargaining process. 


Therefore, in order to satisfy his statutory 
obligations the employer must not only make 
available to the union a list of the employees 
in the appropriate bargaining unit, but he 
must identify them by names and depart- 
ments and present their hourly rates and 
job classifications and give other pertinent 
wage information. It is not sufficient that 
the company furnish the union this informa- 
tion in a general way and refuse to give 
specific data on matters pertaining to wages. 
The Board rejects the employer’s argument 
that the refusal to furnish such specific data 
will not interfere with orderly negotiations 
or the intelligent processing of grievances 
It has been held that the specific information 
requested by the union is relevant to the 
determination of any possible intraplant in- 
equity and that it is essential for the proper 
policing of the administration of any con- 
tract.” 

In the field of merit rating, management 


for years took the position that it could 


act unilaterally on this matter. However, 
when the issue came to the Board for its 
determination it was held that the employer 
must negotiate with the union concerning 
merit rating and merit wage increases be- 
cause such issues are proper subjects of 
collective bargaining and are not preroga- 
tives of management. The Board based its 
reasoning upon the fact that any merit in 
crease is an integral part of the wage struc 
ture and the subject matters of collective 
bargaining are wages, hours and condition 
of employment. Also, the employer must 
furnish data to the union showing how merit 
increases are determined and granted. This 
information is considered necessary for the 
union to adequately represent the employees 
on the merit-increases issue.” 

An employer is required to furnish full 
information on individual merit ratings and 
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increases in wages even though a contrac- 
tual clause in the labor agreement gives to 
management the exclusive right to grant 
merit increases to employees withont any 
consultation with the union if such informa- 
tion is necessary for the union to bargain 
intelligently about future contracts and to 
effectively police the current contract. Par- 
tial compliance by management, such as the 
disclosing of information relative to specific 
employees involved in a grievance or dis- 
pute over merit increases, is not adequate 
where it is pertinent to the issue that the 
information be presented on an over-all basis. 
No employer can justify refusal to make 
the full information available on the grounds 
that some employees affected are reluctant 
about having such data disclosed or that 
there are other sources available to the union 
if it desired the information.” 


In other cases the Board has held that 
the company must furnish the contracting 
union, upon its request, with the current 
salary rate for each employee in the appro- 
priate bargaining unit because such information 
is necessary for intelligent representation of 
the employees in the negotiations relative 
to a general wage increase. It is reasoned 
that such data are essential in order to 
determine whether salaries and merit in- 
creases have been kept within an agreed 
range, since the contract left the matter of 
merit increases entirely in management’s 
hands or at the discretion of management. 
It was considered irrelevant that the em- 
ployer felt that the wage data was confiden- 
tial or that the bargaining unit was small 
and the union could get the requested in- 
formation directly from its members.“ In 
the Montgomery Ward Company case”™ this 
administrative body held that the employer 
was guilty of refusal to bargain when he 
withheld requested information or delayed 
the furnishing of it to the union on a com- 
plicated wage plan and production standard 
used in the determination of merit ratings. 


A circuit court of appeals has affirmed 
the Board’s philosophy relative to the em- 
ployer’s responsibility for bargaining over 
merit rating and merit increases and the 
furnishing of requested data relative to 
these matters to the recognized union in 
order to make the bargaining intelligent.” 
This court stated that it was a statutory 





Send us the men who do the work 
for which they draw the wage!— 
The Wage-Slaves, by Rudyard Kipling 





obligation of the company to bargain with 
the certified union with respect to wages, 
hours and conditions of employment and 
that this includes the duty to bargain over 
merit increases because it is obvious that 
any gratuitous merit 
modifies the rates of pay and wages which 
are proper subjects of collective bargaining. 
Consequently the union cannot be ignored 
by the employer’s refusal to make available 
information about the names of employees 
receiving increases in their wage scale, the 
amount of the increased wages and the basis 
of the individual merit wage increases. 
The Board has also ruled that the em- 
ployer is required to furnish pertinent avail 
able wage data relative to other plants in 
the industry. In one case," the employer 
contended that he paid a higher wage rate 
than his competitors and could not afford to 
give the workers the wage increase de- 
manded because such would place him in 
a disadvantageous position competitively. 
However, the employer agreed to consider 
the matter if the union would obtain the 
wage rates of other companies and show 
that the wage increase requested was rea- 
sonable. The union was able to get only 
the average wage rates of the various com- 
peting companies but the employer insisted 
upon specific rates and specific plants. The 
company admitted that it possessed the spe- 
cific data but refused to make the 
available. This withholding of the available 
comparable wage rates of other plants was 
considered a violation of the statute. The 
circuit court to which this was ap- 
pealed enforced the Board’s ruling.” 


increase on a basis 


tacts 


case 
It has been held in another decision” 
that a company does not bargain in good 
faith if it refuses to disclose to the union 
during contract negotiations pertinent infor- 
mation secured in a survey of wage rates 
and wages of other employers in the labor- 
market area. The results of the survey were 
relevant to the salary-range issue under dis 
cussion because this problem was the para 
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mount issue still in dispute. Furthermore, 
the company had contended that its wage 
rates were either equal to or superior to 
those paid in the area by its competitors. 
The union requested the company to sub- 
stantiate its assertion. The Board held that 
when the data relative to wage rates and 
wage ranges of other companies are avail- 
able and are pertinent or relevant to the 
issues still in dispute that it is unfair for the 
company to refuse to disclose the informa- 
tion, particularly if the union requests the 
disclosing of the data in order to prove ot 
disprove the company’s assertion that its 
wage rates and ranges were the equivalent 
of or superior to those prevailing in other 
comparable plants in the area. 

A circuit court™ held recently that an 
employer does not violate any provision of 
the statute by failure, at a contract nego 
tiating session, to disclose a chart showing 
the results of a survery conducted by the 
employer of wage rates and rate ranges paid 
by his competitors in the area for compara 
ble jobs under discussion because the union 
had now requested the employer to reveal 
the results of his survey. The company had 
not refused to present the chart because it 
had not been requested to do so 

In recent years, the Board has ruled that 
if the employer contends that he is finan- 
cially unable to raise wages he must make 
reasonable efforts or take reasonable steps 
to support or justify his position or sub 
stantiate his assertion. By pleading inability 
to pay without bolstering the claim the em 
ployer creates an insurmountable barrier to 
a successful conclusion of the bargainin; 
process, Collective bargaining in good faith 
involves more than meeting willingly with 
the union and conferring with it relative to 
the demands made. These, the Board states, 
are mere “surface indicia” of bargaining 
Both sides must have open and fair minds 
and meet with the sincere purpose of reach 
ing an agreement. The company’s position 
that it did not need to go any farther than 
to state that it could not grant a wage in- 
crease was considered a negation of good 
faith bargaining.™ Therefore, it is a refusal 
to bargain for a company to refuse to sup 
ply the necessary and adequate financial 
data to support its position on a wage in 
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crease. If a company pleads inability to 
grant wage increases, the union is entitled 
to financial information so that intelligent 
bargaining can proceed in this area or so 
that the union can intelligently understand 
and discuss the matter.” 

Board decisions have somewhat designated 
the extent of management’s obligation to 
recognize the union’s requests for pertinent 
information in the course of collective bar 
gaining activities relative to the company’s 
operating wage structure and other 
similar data. In general, management may 
not be required to go completely out of its 
way to gather and furnish the union with 
the requested data but it cannot refuse to 
give the information that is readily 
available if data are necessary tor 
intelligent collective bargaining. A refusal 
by the employer to give a union informa 
tion the production and the 
earning records of the employees in the 
appropriate bargaining unit is not a viola 
tion of the law where there is no showing 
that the negotiation proceedings will be in 
terfered with or impeded by the union’s not 
having the requested data.” Neither 
the company violate the statute by refusing 
to grant the union information it 
need for collective bargaining, but is sought 
to harass the company.” 

While the employer must the 
union with the names, positions and current 
wages of employees in the appropriate bar 
gaining unit if the information is essential 
to or necessary for intelligent bargaining 
relative to wages, wage data for 
three years past need not be furnished by 
the employer if this data is not relevant to 
the wage issue at hand.* This 
was sanctioned by the circuit court to which 
the case was appealed.” However, the court 
held that a company has an affirmative stat 
utory duty to furnish relevant data to the 
union for collective bargaining 
because furnishing such data is an incident 
of the company’s duty to bargain in 
faith. The employer cannot refuse to furnish 
the information unless it is plainly 
vant and the union generally does not have 
to prove relevancy of the data required a 
the beginning of The court 
stated that the rule governing the disclosin; 
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of data is similar to that prevailing in dis- 
covery procedures under modern codes 
where the information must be given unless 
it is plainly irrelevant. 

The Board has also ruled that it is not 
a refusal to bargain on the part of the em- 
ployer if he fails to allow the union to in- 
spect the company’s financial records where 
the employer, on demand, opened the books 
showing the employee’s earnings and agreed 
to submit its financial records to a disin- 
terested third party.” Neither is the em- 
ployer required to furnish the information 
in the exact form requested by the union 
during negotiations. It is sufficient if the 
information is made available in a form 
which will not be burdensome and time con- 
suming and thus impede the bargaining 
process. It is allowable for the employer 
to refuse to furnish a written list of the 
names of the employees in the bargaining 
unit and their wage rates and job classi- 
fications if he offers to furnish data orally 
for all the employees specifically named by 
the union and if he furnishes all the relevant 
information requested.™ 

This brief analysis reveals that under cer- 
tain rather clearly defined circumstances it 
is a statutory duty or obligation of the em- 
ployer to furnish information to the union 
during contract negotiations relative to the 
following industrial activities: (1) the wage 
histories of the employees in the appropri- 
ate bargaining unit, (2) pertinent data con- 
cerning merit rating and merit increases, 
(3) any available wage data requested by 
the union about his competitors in the in- 
dustrial area if he has claimed that he is 
paying a wage equal to or above the wage 
paid by his competitors and (4) he must 
substantiate or verify any assertion or plea 
of inability to pay made during the col- 
lective bargaining proceedings. It is rea- 
soned that the above information affects 
the income or pay of the workers and that 
wages, hours and conditions of employment 
constitute the subject matter of collective 
bargaining. 

The main objective of the Board is to 
effectuate the policies of the statute. One 
of these policies is to safeguard collective 
bargaining which is assumed to be a demo- 
cratic activity or technique that will eventu- 
ally create an environment out of which 
industrial peace can easily emerge. The 
Board in its role of custodian of collective 
bargaining activities has taken the position 


that the furnishing of pertinent information 
is essential to the developing of an area in 
which intelligent collective bargaining can 
take place. Such information is also neces- 
sary to the union in order to police and 
administer the contract properly. Further- 
more, the absence of such data may create 
insurmountable barriers to collective bar- 
gaining. Therefore, the information must be 
furnished by the employer in such a way 
that it will not be burdensome or time con- 
suming—in other words so that it will not 
impede collective bargaining. 


It is true that the Board has attempted 
to determine the extent of management’s 
statutory obligation to furnish information 
to the union during bargaining negotiations. 
The employer is not required to go out of 
his way to furnish the data. Generally, the 
union must request the information, and 
the data requested must be relevant to the 
issues involved. The employer can refuse 
to furnish material that is plainly irrelevant 
or requested to harass or embarrass him. 
While the data must be presented in an 
over-all fashion, it is not necessary for the 
employer to furnish the material in the 
same form as requested by the union. 


This survey relative to the data the em- 
ployer is obligated to furnish to the union 
to preserve collective bargaining definitely 
shows how laws can elevate the status of 
unions and increase the significance of their 
role in the area of labor and management 
relations. Obviously these rulings by the 
Board increase the power of unions over 
the firm by allowing these organizations 
to influence the chief executives of the cor- 
porations as well as the supervisors on the 
lower level. A study of these cases of the 
Board reveals that the important source 
of increased power of the union is the em- 
ployment contract. This contract has been 
defined as a contract in which the employer 
agrees to pay the employee a stated wage 
and the employee agrees to accept the au- 
thority of the employer. Unions can now 
affect wage rates, conditions of employment 
and the area of the acceptance of executive 
authority. This influence of labor has grown 
rapidly and in terms of the present trends 
will continue to develop. This is true be- 
cause the laws have legalized collective bar- 
gaining and, to a great extent, preserved 
the right of the unions to strike. This 
makes the exercise of the power of unions 
legitimate within the framework of the 
present legal institutions. [The End] 
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Wage Comparisons in Bargaining 


By ROBERT E. SIBSON 





LOGIC of comparing 


a given company with 


rmHE SIMPLE 
wages in effect at 
wages paid at other companies is always 
inviting and results in a great deal of ai- 
tention being focused on the wage-compari- 
son standard in collective bargaining. What 
better standard do we have to judge the 
equity of a given wage structure than by 
comparing that wage structure with the 
rates of pay in effect at other companies 
producing the same line of goods or the 
rates of pay received by employees in the 
same area who do the same work? From 
a theoretical point of view, wage compari- 
sons certainly provide the most direct and 
equitable yardstick by which we may judge 
the fairness of wages in effect at any given 
company. Unfortunately, the simplicity of 
the logic is matched by numerous complexi- 
ties in the wage comparison technique. 


Determining the Yardsticks 


The first of these complexities which 
must be met is the determination of the 
yardstick which is to be used in making 
wage comparisons. This, in turn, involves 
two basic problems: the determination of 
the earnings figures to be used in the wage 
comparison and the determination of the 
workers which are to serve as 


groups of 
with which we make the 


the standard 
comparison. 

Basically, the selection of earnings figures 
for wage comparisons revolves around the 
question of whether the gross earnings of 
the workers or the rate of earnings of the 
workers should be used. Earnings rates are 
usually preferred in collective bargaining in 
most situations simply because, in using 
rates, the least number of variables are 
introduced. With a fewer number of vari- 
ables any comparison is simplified and, in 
addition, there are fewer statistical manipu- 
lations. 


Wage Comparisons in Bargaining 


THOSE WAGE BARGAINERS TRYING TO 
FOLLOW THE LEADER CAN PROFIT BY 
CAREFUL STUDY OF THIS TREATMENT 
OF THE USE OF WAGE COMPARISONS 





Actually, there are six basic earnings 
figures which may be used in wage com- 
parisons: key rates, average rates (either 
straight averages or weighted averages), 
straight-time hourly earnings, average hourly 
earnings, average weekly earnings and aver- 
age annual earnings. Each of the earnings 
figures, in the order listed, introduces more 
and more variables into the wage statistics. 


The key 
entire wage 
rates which are used 
job evaluation plan, involve only the prob 
lems of (1) the representativeness of the 
key rates and (2) the job content of the 
key rates. Thus, when key rates are used 
in wage comparisons, the negotiators need 
only determine whether the jobs used are 
representative of the entire wage 
the companies com- 


rates, those which typify the 
structure at the company or 


as pivotal rates in a 


truly 
structure of 
pared and whether the job content of spe 
cific occupational job titles are identical or 
nearly identical at all of the companies in- 
cluded in the wage comparison. When key 
rates are not used, there is still the problem 
of job content and representativeness and, 
in addition, such variables as the compo- 
sition of the work force, continuity of 
employment and the amount of premium 
overtime compensation paid are injected 
into the earnings calculations. 


each of 


In spite of this it is necessary, in some 
instances, to supplement the earnings-rate 
comparisons by using gross-earnings figures 
For instance, when a company has an un 
usual overtime rule such as a guaranteed 
workweek of 48 hours with an overtime 
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provision after 40 hours per week, gross- 
earnings figures must be considered. For 
here the employees are guaranteed eight 
hours of work at premium rates and there- 
fore their rate is guaranteed to be eight 
per cent higher than the contract hourly 
rate. 

Where the length of the workweek at 
the company concerned differs significantly 
from the standard workweek at the compa- 
nies which are used as the standard of 


comparison, gross earnings must also be 


considered. For it is true that unions have 
had some success in maintaining gross 
earnings when the workweek was reduced. 
As a result earnings rates at companies who 
(for instance) have gone to a 40-hour week 
are typically higher than the earnings 
rate at companies which are still on a 
48-hour week. To bring the rate of the 48-hour 
companies up to the rate of the 40-hour 
companies invites the double payment for 
the reduction of the workweek when the 
48-hour companies finally do reduce to the 
industry or area standard. 


Other factors should influence the selec- 
tion of the specific earnings figures to be 
used in each wage comparison. We have 
already noted the importance of stability 
of employment and earnings. Historically, 
in collective bargaining, workers whose 
continuity of employment is very uncertain 
and unstable have been compensated in 
part for the instability of their employment 
by higher hourly rates. Accordingly, it 
would be unfair to compare the rate at a 
company with a high degree of employment 
security with a group of companies where 
job insecurity characterizes the job situ- 
ation. Annual earnings figures must be 
considered here. The effect of the length 
of the workweek has also been noted and 
certainly this factor influences the selection 
of the specific earnings figures used in a 
given wage comparison. The composition 
of the workforce and the job content of the 
workforce are two other considerations in 
selecting the earnings figures. Finally, the 
availability of statistics is a pragmatic, but 
very essential, factor which must be con- 
sidered. It is frequently not possible to 
obtain the average rates in effect at other 
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companies in the industry or area. Straight- 
time hourly-earnings figures are also not 
available in many instances. In other words, 
what may be theoretically ideal may have 
to be compromised on practical grounds. 

Thus it would seem that key rates or 
average rates of earnings should be the 
backbone of any wage comparison but that 
these figures should, in most situations, be 
supplemented by comparisons of gross earn- 
ings figures. 


Comparability 


After determining the wages to be used 
for comparison, the parties in collective 
bargaining must also select the standards 
of reference which are to be used in the 
series of wage comparisons in an attempt 
to determine the “proper” wage during the 
forthcoming contract period. Simply stated 
this involves the question of which compa- 
nies are to be selected for comparison 
purposes. 

There are a number of logical groupings 
of companies which can be made in collec- 
tive bargaining, in fact-finding and arbi 
tration proceedings. The more generally 
accepted groupings of comparable compa- 
would fall into one of the following 
classifications: 


nies 


(1) Universal comparability. 

(2) Intra-industry comparisons. 

(3) Labor market comparisons. 

(4) Geographical limitations. 

(5) Size of enterprise. 

(6) Collective bargaining relationships. 


Probably the least rational of all of these 
groupings, yet one which is widely used, 
is the universal basis of comparison. Here, 
wages at all companies are considered rele- 
vant for comparison purposes. Typically, 
such a method of comparison is employed 
by unions in their wage comparisons. In 
applying the universal standard, the earn- 
ings at companies or industries which pay 
wages which are higher than the rates paid 
at the particular company will be cited. 
The reasoning behind such a listing is 
simple: If the companies or industries 
cited pay higher wages, the earnings of the 
employees represented in the negotiation 
should be raised to parity. The simple logic 
of the universal comparability grouping in 
Wage comparisons is inviting. Like many 
simplifications, however, it fails to meet the 
test of logic. For it would be just as easy 
to compile a list of companies which pay 
a lower rate or average earnings figure as 
well as a list of those companies which 
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pay a higher rate or earnings figure. For 
surely no company pays a higher rate than 
all other companies in all job classifications 
throughout the country. 


The mere fact that there are companies 
paying higher or lower wages fails to justify 
either an increase or a decrease in the rates 
under consideration for there may be, and 
likely are, justifications for the differentials 
which exist. 

Comparisons with the earnings or specific 
rates with employees at other companies 
in the same industry is another favorite 
wage comparison technique used in collec 
tive bargaining. Here the reasoning is that 
all employers producing the same general 
line of products employ similar skills and 
production processes and that, accordingly, 
the employees should receive similar earn- 
ings figures. There is much force in this 
reasoning. It is, however, most difficult in 
many instances to determine which compa- 
nies are in the same “industry.” 

In our economy most companies produce 
more than one specific product and the 
products of most companies can be classi- 
fied into more than one narrowly defined 
industry. Further, there is always a ques- 
tion of whether all companies in the same 
general industry classification should be in- 
cluded in the wage comparisons or whether 
only those companies in a more narrowly 
defined industry classification should be 
used for comparison purposes. Some of the 
larger companies in our economy produce 
thousands of products and many companies 
which are integrated vertically engage in 
mining, transportation and retail activities 
as well as manufacturing. With our highly 
complex and highly integrated industrial 
entities, this problem can obviously reach 
impossibly difficult proportions. 

Even where the industries can be finitely 
limited, or where certain industry group- 
ings have been recognized historically in 
collective bargaining, we still have the ques 
tion, as we shall see, of where within that 
industry the wage levels of the employees 
concerned should fall. 

Another very widely used basis for mak- 
ing wage comparisons is to compare the 
earnings of a group of employees with the 
earnings of employees doing similar work 
in the same labor market. Those who 
support this approach to wage comparisons 
point out that the workers themselves 
measure the adequacy of their earnings by 
comparing their income with the earnings 
of their neighbors and especially with the 
income of their neighbors who do similar work 


Wage Comparisons in Bargaining 


Many complexities are also inherent in 
the labor market type of wage comparisons. 
First we have the problem of job content; 
“carpenters,” for instance, do widely vary- 
ing types of work in different industries. 
Furthermore, the continuity of employm. :t, 
the amount of fringe benefits, working 
conditions and other considerations vary 
greatly in different industries. Finally, we 
must consider the value of the worker in 
the production being 
theoretical to hold that the workers’ value 
to the employer should be 
wage determination, for the value of identi 
between 


process, It is not 
considered in 
cal job classifications does differ 


industries 
as these could result in a poor 


Failure to consider such factors 
allocation 
of our human resources. 


The other groupings used in wage com- 
parisons referred to above—geographical 
limitations, size of employer and collective 
bargaining relationship—are generally sup- 
plemental for selecting comparable 
companies for wage comparisons in that 
they are generally used to restrict further 
either the intra-industry or the labor mar 
ket groupings for wage comparisons. For 
instance, unions are almost universally op- 
posed to making comparisons with compa- 
nies whose employees are not organized 
even though those workers might be in the 
same industry or job market area. 


While the employer is an 
especially important consideration in some 


bases 


size of the 


of the fringe benefit negotiations, it is also 
frequently 
For in each industry there is an optimum 
scale of production at which unit costs of 
the product are at their lowest. Companies 
which are smaller than the optimum pro- 
duction would be at a 
disadvantage if they paid the same rates as 
the larger companies in the same industry 
and the employees of the small companies 
might suffer through loss of employment 
if the large company rates were imposed 
at the small companies. Finally, in 
industry comparisons, geographical limita- 
tions are frequently imposed 
is merely done as a practical matter. For 
instance, in the metal fabricating industry 
there are thousands of operating 
throughout the country and it would be 
impossible to make wage comparisons with 


pertinent in wage negotiations 


scale competitive 


intra 


Generally this 


units 


all of these companies. Accordingly, metal 
working shops in a given locality 
haps even in a given labor market area may 
be selected. 
necessity in many cases, the geographical 
limitation has the advantage of restricting 


or per 


In addition to being a practical 
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the comparison to employees who are af- 
fected by the same cost of living, similar 
social institutions and similar state and 
local laws. 


There are many factors which affect the 
choice of comparable companies in any given 
wage comparison. All too frequently, the 
choice of comparable companies is simply 
based upon expediency. Rather than select- 
ing comparable companies on a rational 
basis and then making wage comparisons 
accordingly, the parties in collective bar- 
gaining sometimes examine each of the 
possible groups of comparable companies 
and select that group which best supports 
their wage position. 


There are, however, more objective grounds 
for selecting comparable groupings than ex- 
pediency. One is the collective bargaining 
unit characterized in the extreme situation 
by industry-wide bargaining. Where such 
multiemployer bargaining over an entire 
industry is employed by companies and 
unions in a given industry, intra-industry 
comparisons obviously have no moment. 
Where the companies involved in the multi- 
employer bargaining are spread over many 
labor markets, labor market comparisons 
are similarly irrelevant. Here there is only 
the universal comparability standard and the 
negotiators must examine what is happen- 
ing in each of the major industries, with 
perhaps particular reference to those indus- 
tries which, historically, have shown a defi- 
nite wage relationship with the industry 
concerned. 


The nature of the industry can also effect 
the choice of comparability grouping. For 
instance, there are few industries which 
employ job categories similar to the jobs 
of airline pilots and, as a result, the intra- 
industry comparison has historically been 
the principal, though not the exclusive, 
basis for wage comparisons in that industry. 
The number of companies engaged in the 
particular operation may also have an effect 
on the choice of comparability standards 
for obviously where there are a few similar 
operating entities, the bargainers must turn 
to labor market comparisons. 


Thus we see that the choice of compa- 
rable companies is to some extent dictated 
by the circumstances which exist in each 
bargaining situation. There is, however, in 
most instances, some latitude in choice, and 
where that latitude exists more than one 
of the standards of comparability should 
generally be employed. Except where in- 
dustry-wide or extensive mu!tiemployer 
bargaining obtains, it is the intra-industry 
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comparisons and the labor market compari- 
sons which are the principal standards of 
reference used in wage comparisons. 

Where both intra-industry and labor mar- 
ket comparisons are employed, conflicting 
results from the two approaches are, as 
indicated earlier, very possible. For in- 
stance, assume that a chemical manufactur- 
ing company is located in the City of 
Detroit. If the company pays the rates which 
are standard in the chemical industry and 
if the rates in the chemical industry are 
lower than those in the automobile industry, 
then the company would be at an obvious 
disadvantage in the labor market in attract- 
ing the proper quality and quantity of labor 
in those job classifications common to both 
the automobile and the chemical industries. 
If the chemical industry rates were higher 
than the automobile rates and again the 
company met the chemical industry rates, 
then they would be paying rates for jobs 
common to both the chemical and auto- 
mobile industry which are much higher 
than those which they would otherwise 
have to pay. Thus, it is not always possi- 
ble to meet the standards set by both the 
intra-industry comparisons and the labor 
market comparisons for they are sometimes 
(and in practice are frequently) in conflict 
with each other. 


Wage-Level Comparisons 


After the earnings figures which are to 
be used in the wage comparisons have been 
selected and agreed upon and the group of 
companies which is to be used as the stand- 
ard for comyarison have been determined, 


negotiators then find themselves in the 
position of deciding the relative merits of 
wage-level comparisons and wage-movement 
comparisons. The question is, should the 
“proper” wage be determined by comparing 
and equating wage levels or by measuring 
the comparative movement of wages over 
a given period of time. 

The case for wage-level comparisons rests 
primarily upon the uniformity principles 
espoused in collective bargaining. The 
reasoning behind the uniformity principle 
—long one of the basic objectives of the 
trade union movement—is both simple and 
forceful. Why should there be different 
levels of wages in effect for similar work 
either in the same industry or in the same 
labor market area? That is the question 
which trade unionists have been asking for 
the past 20 years. 

Simply stated then, the uniformity prin- 
ciple holds that there should be equal pay 
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for equal work. This desire for similar pay 
for similar work rests upon the basic desire 
of trade unions to eliminate wages from 
competition and is predicated upon the 
assumption that differentials which do exist 
for similar work either reflect illogical and 
arbitrary rate setting by employers or 
amount to wage subsidies to employers at 
the expense of working men and women. 

Despite the forcefulness of the logic in 
favor of uniform wages and the tremendous 
pressure which the trade union movement 
has brought to bear for equal pay for equal 
work, significant differentials in rates for 
similar work still exist throughout industry. 
While the existence of such differentials 
is generally admitted, the extent of the 
existing diversities is frequently overlooked. 
Statistical data which would precisely meas- 
ure the existing disparity in earnings rates 
for identical work is lacking. Some measure 
of the extent of current inequality of 


pay for equal work is shown in Figure I 
which charts the range of rates paid to 
maintenance electricians in three different 
industries in nine eastern cities. The range 
of rates for this work is, as shown, very 
great. Note, for instance, that the mini- 
mum earnings of maintenance electricians 
in retail establishments in Pittsburgh, 
Pennsylvania, is 20 cents greater than the 
maximum earnings rate for maintenance 
electricians in the machinery industry in 
Hartford, Connecticut and Providence, 
Rhode Island. Even in the same industry 
the spread of earnings is very great: from 
$1.25 to $2.30 in the machinery industry 
and $1.50 to $3.00 in retail stores. Only in 
the railroads, where area-wide bargaining 
is in effect, is the range of earnings narrow. 

It follows from such data as that in 
Figure I that there are very strong and 
basic forces which counteract the pressure 
for uniformity and result in diversities in 
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wage levels. To explore these forces in 
detail would be to investigate the very 
nature of wage determination in our com- 
plex economy—a job far beyond the scope 
of this study. Rather than attempt such 
an ambitious undertaking, the following out- 
lined list of factors which help to explain 
why diversities in wage levels do exist has 
been abstracted from the wealth of material 
dealing with wage theories. 

(1) Intercity differences in the cost of 
living constitutes one of the basic causes 
and justifications for different pay for simi- 
lar work. 

(2) The wide difference in the earnings 
of employers is one of the most compelling 
forces causing diversities in the earnings 
of employees. Workers themselves are un- 
willing to accept the uniformity principle 
when it means that they would receive less 
than they otherwise could obtain;—when 
their employer’s enterprise is unusually 
profitable. 

(3) The personnel policy of employers 
is another factor which accounts for the 
existing diversities in wage levels. Some 
employers deliberately pay high levels of 
wages for their job openings to attract the 
“cream of the crop” from the labor market 
on the theory that the greater productivity, 
lower labor turnover, less necessary manage- 
ment supervision and the like, results from the 
hiring of the better type of workers from 
the labor market and more than pays for the 
higher level of wages which the workers 
receive. Other employers pursue wage poli- 
cies which are just the opposite. 

(4) Imperfections of the labor market 
also account for the differentials in wage 
levels which exist and have been explored 
in great detail by contemporary economists. 

(5) Job security and regularity of em- 
ployment are two very significant factors 
which explain differentials in wages for 
identical work. 

(6) The relative bargaining strength of 
individual employers and local unions is 
another obvious factor which explains dis- 
parities in wage levels. 

(7) The value of labor to an individual 
employer varies considerably and _ this 
certainly influences wage-level differentials. 
Thus an employer with a higher capital 
investment and greater mechanization would 
perhaps find it to his advantage to pay his 
workers a relatively high wage level. In 
addition, specific jobs have different impor- 
tance in the production processes of different 
employers—especially employers in different 
industries. 
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(8) The proportion of total costs repre- 
sented by labor costs is another factor 
which causes disparities in wages at any 
given time. Where labor costs constitute 
a relatively small part of total costs, the 
employer is in a better position to absorb 
wage changes and is perhaps more willing 
to accept higher relative levels of wages 
than an employer whose major cost con- 
sideration is labor costs. 

(9) The market conditions for the em- 
ployer’s product is another very significant 
factor which can explain different wages 
for similar work at a given time. Certainly 
the employer’s business outlook affects his 
attitude in wage negotiation and an em- 
ployer whose business outlook is excellent 
is more willing to grant wage increases 
and higher relative levels of wages in order 
to maintain production than is an employer 
who is suffering severe financial losses. 

(10) Variation in individual performance 
also accounts for varying earnings figures 
for similar work. This is especially true in 
smaller companies and in companies which 
do not have job evaluation programs. 

(11) The growing importance of fringe 
items in workers compensation is another 
of the factors which accounts for disparities 
in wage levels. Different employers and 
different groups of employees attach vary- 
ing significance to wages, to fringes and 
to the various specific fringe items and 
working-conditions provisions in the labor 
contract. As a result, even if we were to 
equate the total compensation of employees 
in collective bargaining, the wages of indi 
vidual groups of employees could vary a 
great deal. 

(12) Finally, job  disutilities 
with the work and with specific jobs, the 
hazards inherent in the occupations and 
the like are sometimes given special con- 
sideration in given situations. In collective 
bargaining we cannot hope to measure all 
of the utilities and disutilities of a particular 
job title in all companies and all industries. 
But the precise nature of the work in each 
of those individual job situations would 
receive consideration by the employers and 
employees concerned. 


connected 


This is an impressive, but by no means 
complete, list of the significant factors which 
cause disparity in wage levels. These are 
the things which must be considered when 
we ask why some workers receive more 


or why some receive less than workers at 


other companies. There may be very sig- 
nificant reasons which explain the differen- 
tials in wage levels which do exist. 
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Wage-Movement Comparisons 


The logic underlying 
wage movements are as forceful as 
which support the wage-level comparisons. 
Those in favor of the wage-movement com- 
parisons argue that historical relationships 
in wages should be maintained because the 
parties in collective bargaining have reviewed 
the wage issue frequently in prior negoti- 
ations and, therefore, the wage relation- 
ships maintained through the years should 
not be disturbed unless new and special 
circumstances can be proven 


those 


investigating the validity of such 
we might first ask if wages 
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by the Bureau of Labor Statistics 
in January, 1950 (the base date used by 
the Wage Stabilization Board) and Sep- 
tember, 1952 (the latest data available when 
the compilation was made), If ever there 
was similarity in wage movements, it should 
have occurred during this period. For 
under General Wage Regulation No. 8, 
Revised, CCH Emercency Lapor Law RE 
t 15,850, the Wage Stabilization Board 
for all up to the 
cost of 
straight 
much as 


have 


earnings 
reported 


A 
PORTS { 50 
permitted wage increases 
full extent of the 
* Despite this, the increase in 
earnings 
“other 
21.8 per 


rware”’) and there is no “patter: 


change in the 
living 
time hourly varied as 
clay and 
cent (in 


from 1.9 per cent (in stone, 


glass”) to as much as 


crease for the period.’ 


In fact, any statistical tabulation of wag« 
movements will show that the “wage rounds” 
which popular in the postwar 
period are largely fictional. It is true that 
small number of “key” wage 
agreements greatly influence the settlements 


have been 
a relatively 


It is also 
multi 


at a great number of companies.’ 


true that, as big unionism spreads, 


1 
employer bargaining becom ! re prevaient 


and government. inte tion n indus 


trial relations becomes more widespread and 


overt, a few key settlements may set the 


pattern for all workers. That is a problem 


for the future however. 
The reasons for divergence in wage move 


ments can be culled from the factors listed 


Actually, of course, this was partially re- 
pealed through many inequity adjustme 
This is seen in Figure II, for the BLS a 
sumers’ Price Index increased only 11.3 per cent 
during the period. Nevertheless, the WSB 
rulings were a force in encouraging uniform 
wage movements. 


Wage Comparisons in Bargaining 


comparisons of 





FIGURE Il 
PER CENT CHANGE 
IN STRAIGHT-TIME HOURLY EARNINGS 


January, 1950, to September, 1952 


Manufacturing Industries 
Per ( ‘ent 
of In- 


dustries 


Number 
of In 
C ent ¢ mane dustries 
throug l ] 0.6 
th ioe 3 l 
through 5 : l 
through 7 ] 
through 9 4 
through 11 d 19 
through 13 


26 
through 15 é 27 
1. 


} 
) 
3 
4 
0) 


17 2 l 
19.9 
21.9 , 1 


through 
ough ] 
through 7 


TOTAL 179 100.0 


Source: United States Department of Labor, 
Bureau of Labor Statistics 





al 

, 
Wage it 
reduced to one 


which also account for disparity in 


Each of these in, in turn, be 


ove 
vels 
basic explanation of dif 
movements between different 

different companies within 
expanding 


ferent wage 
industries al 


ndustryv: in our dynamic, 


itive economy the keynote is 
chang and is natural in this environment 


wage relationships changing from 


rd of time ft 


to find 


anothe T 


one pert 


differentials 
in Wage 


cover! a 
me, when the 
relationships 
than rigor 
maintained ; vhere the previous 
relati T been set by 

ric ve 
Che historical comparisons are particu- 


hen confined to relatively 


short period of time simply because, as 


?Measured in terms of cents-per-hour in 
crease the disparity is even greater; from 
three cents (in ‘‘other stone, clay and glass’’) 
to 36 cents (in ‘tires and inner tubes’’) 

The BLS has estimated that in 1952 the wage 
settlements at 147 companies set the pattern 
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noted, the very nature of wage determina- 
tion in our economy inevitably means that 
wage relationships over a period of time 
will change. It follows that, speaking gen- 
erally, the relative change in _ historical 
relationships will be less the more we limit 
the period of the comparison. As we shall 
see shortly, however, there are complica- 
tions inherent in short-term comparisons 
which must also be considered and this 
means that the period covered by the com- 
parison cannot be “too long” nor “too 
short.” The argument that historical rela- 
tionships in wages should be maintained 
are, for the same reason, reinforced when 
the position of the party making the com- 
parison is that these historical relationships 
should be approximated rather than main- 
tained exactly on the basis of past wage 
differentials. 

Finally, if the historical comparisons are 
to have real validity, the wages must have 
been set in free collective bargaining. When 
the wages are a result of compelled com- 
promise through the “mediation” of the 
strike weapon, the terms of the settlement 
do not necessarily represent what either 
of the parties consider a reasonable agree- 
ment. Much the same is true when fact 
finding or arbitration led to the fixing of the 
wage level in prior years. For certainly 
the thinking of a third party does not 
necessarily represent the thinking of the 
bargaining parties. 

Another requirement which should be 
attached to. the historical comparisons before 
they may be accepted is that the historical 
relationship should have been maintained 
through free collective bargaining over a 
number of years—at least two or three. 
The reason for this is twofold. In the first 
place, in collective bargaining we set wages 
to be paid in a future period and inherent 
in that futures contract is an estimation of 
the future trend of wages at comparable 
companies, of the cost of living, of produc- 
tivity, of profit potential, etc. These esti- 
mates may prove false—and generally do. 
The second reason why a number of con- 
tract periods must be covered in historical 
wage comparisons is the fact that what the 
parties consider a fair relationship changes 
with changing economic conditions. We 
have already noted that the employers atti- 
tude in collective bargaining is greatly in- 
fluenced by his profit prospects. An employer 
who can look forward to a bright financial 
future is quite naturally reluctant to incur 
a strike. When sales are slow and inven- 
tories are high the employer's attitude changes. 
Similarly, the union’s attitude changes with 
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changing economic and political circum- 
stances. The unions are likely to be far 
more aggressive when they know that the 
employer’s future is bright and that unem- 
ployment is unlikely. Their attitude might 
be tempered by what competing unions 
were able to get. Such factors as these 
compel us to go back in our historical com- 
parisons over a number of contract years 
to get a true and representative picture of 
historical relationships between any given 
group of companies or industries. 


Aside from the theoretical and practical 
considerations which have been noted there 
are some extremely important technical 
aspects which must be considered when 
comparisons of wage movements are under- 
taken. First and foremost among these 
involves the selection of the base date—the 
period in time from which the wage com- 
parisons are to be made. Those familiar 


with collective bargaining and arbitration 
know that almost any conceivable wage can 
be justified through wage-movement com- 
parisons if first the comparable companies 
and then the base dates are carefully selected 
Figure III indicates just how important this 
problem of selectivity in base dates can be 


The increase in earnings rate from the 
date of the first major postwar increase at 
each of the eight companies listed in Figure 
III has been calculated for all of the com- 
panies. The results show how a union, 
using the date of a major wage increase of 
a company, can prove that the company 
lagged behind in the matter of wage move- 
ments. A more striking case could be made 
by the union if, instead of using the date 
of a major wage change, it uses the date 
of the last wage change. In each case then, 
the company involved will have granted no 
wage increase while most, if not all of the 
comparable companies would show a wage 
increase—even though some of the increase 
at the comparable companies may have been 
granted in the same contract year as the 
company involved. This reasoning couid be 
applied to all of the comparable companies 
and constitutes the industrial version of 
raising one’s self by the bootstraps. 

Without going further into the ramifica- 
tions of the starting point in wage move- 
ment comparisons, it may suffice to note 
that the most generally accepted base dates 
for wage comparisons are those dates which 
follow a period of relative stability in wages 
and prices or cover a period of relative 
stability in wages and prices. Each of the 
following widely used base dates meets one 
of these requirements: 
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FIGURE Iil 
WAGE MOVEMENT COMPARISONS 
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(Date of Incorporation) 


North Atlantic Longshoring 
(10/1/45) 

United States Steel Corpo- 
ration (2/16/46) 

Swift & Company (1/26/46) 

Sinclair Oil Company 
(1/1/46) 

Los Angeles 
(5/1/46) 

Capital Transit 
(11/9/45) 

Eastern Massachusetts Street 
Railway (8/18/45) 

V-J Day (8/17/45) 

RANK FROM V-J DAY 


77.0¢ 83.5¢ 


77.0 
77.0 


65.0 
83.5 
77.0 83.5 
Transit Lines 

77.0 
Company 


77.0 


102.0 
102.0 
] 3 


Source 


Swift 


United States Department of Labor, 


FROM EACH DATE 


East Mass 
Capital St 
Transit Rwy 


Los 
Sinclair Angeles 


Oil Co. Transit Rank 


& Co 


62.5 73.0¢ 79.0¢ 
73.0 


73.0 


66.0 
66.0 


46.5 
46.! 


62.! 66.0 


46.5 66.0 


66.0 


101.5 9.0 
101.5 90 
2 - } 


/ 
/ 


Bureau of Labor Statistics; Company data 





(1) January, 1941—the base date of wage 
stabilization in World War II 

(2) January, 1950—the base date of wage 
stabilization in the Korean War period. 

(3) 1935-1939—widely used as a base date 
for statistical series 

(4) 1947-1949—hbase date of the 
vised Consumers’ Price Index. 
1940—the last post-World 
“normal” year 

(6) August, 1945 
II followed by the 
bilization effort. 

The reason why these 
preferable should be obvious from the illus- 
tration provided in Figure III. Such sta- 
tistical manipulation would not be possible 
if such key base dates were used—and par- 
ticularly if a number of the key base dates 
were used. In addition, when we 
base period one which followed or covered 
a period of relatively wages and 
prices, we are not faced with the question 
of who is following whom when we make 
wage-movement comparisons. 


new Re- 


War II 


(5) 


the end of World War 


period of the wage sta- 


base dates are 


use aS a 


stable 


Wage Comparisons in Bargaining 


technical consideration which 
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Another 
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wage 
a long period of time and 
both In 
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throughout 


the 


management repre 


rising, 


with companies whose current has 


been in effect for 
i to expire 


is soon or doing sO 


justify a future To get 


what wage increase 1s necessary 
the forthcoming 


compat! ison should, 


contract vears, wart 


restricted 


] 
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be in effect 


during which 


to those companies 
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period of time 
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throughout the 
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rate the parti are then negotiating 


effect. 


Wage Movements v. Wage Levels 
We have already noted that wage level 
comparisons frequently indicate that a wage 
be negotiated which is 
from the wage 


cr mparison of 


adjustment should 
different 


by a 


adjustment 


levels 


far 
indicated wage 
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When this occurs, we are faced with the 
question of which is of greater significance: 
the uniformity principle in wage determina- 
tion or the maintenance of historical wage 
differentials. The listing of all of those 
factors which effect and have a bearing 
upon the wage-level comparison and the 
wage-movement comparison and which would, 
accordingly, determine which of the con- 
flicting approaches should have greater 
bearing, would vary tremendously in each 
bargaining situation. As a result, the ques- 
tion of the relative significance of wage 
levels and wage movements, when the two 
standards are in conflict, is a matter which 
can only be resolved in the light of the cir- 
cumstances of the individual situation. 


One interesting consequence of this dual 
standard for wage comparisons presents 
an unusually pertinent illustration of the 
possibilities which exist through the misuse 
of such wage criteria as the wage-comparison 
standard. Assume for the purposes of 
illustration that two companies, Company 
A and Company B, pay their tool- and die- 
makers respectively $2.00 and $2.25 per hour. 
An astute unionist can go to Company A 
and argue vigorously for equal pay for equal 
work and, if successful, can obtain a 25-cent 
increase at Company A to bring the rates 
for tool- and die-makers at that company to 
parity with the rates paid at Company B. 
They are then in a position to go to Com- 
pany B and argue that, for a number of 
years, the tool-and die-makers at Company B 
have received a differential of 25 cents over 
the rates received by tool- and die-makers 
at Company A. If this historical-differential 
argument is successful, the union can ob- 
tain a 25-cent increase (or a 12.5 per cent 
increase). Next year they can return to 
Company A and argue again for the pay- 
ment of equal pay for equal work and then 
go to Company B and argue for the main- 
tenance of historical differentials. Thus the 
25-cent increase can be perpetuated con- 
tinually and there is no end to this sort of 
maintenance-and-restoration type cf reasoning. 


Relevancy of Standards 


From all of the complexities of the wage- 
comparison technique which have been noted 
it is obvious that wage comparisons have 
serious limitations when used in wage de- 
termination in collective bargaining in spite 
of the great force in the logic of comparing 
wages with the earnings of workers in the 
same industry or the same area to deter- 
mine the “proper” level of wages. 
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Certainly, regardless of the shortcomings 
and inherent difficulties of the wage com- 
parison technique, it has great significance 
in wage negotiations. Indiscriminate wage 
differentials or the distortion of historical 
wage relationships are not to be treated 
lightly in the administrative determination 
of wages in collective bargaining. For 
wages and salaries have a very real and 
positive function to perform in our economy 
First and foremost, of course, wages con- 
stitute the income of our workers. In addi- 
tion, despite the imperfections of the labor 
markets and the imperfect competitive con- 
ditions which exist throughout American 
industry, wages still serve as a significant 
force in assuring a proper allocation of our 
human and natural resources. Unless wages 
continue to perform this function, the result 
must be a declining national productivity 
and a resulting decline in the standard of 
living of our people. 

In a sense, wage comparisons reflect a 
consideration of most of the other com- 
monly accepted wage standards used in 
collective bargaining. This is particularly 
true of intra-industry comparisons, for wage 
movements at all comparable companies re- 
flect the change in the cost of living of 
workers, the budgetary necessities of work- 
ers, national productivity trends, normal 
improvement considerations, job utility and 
disutility, stability of employment, skill 
requirements, purchasing power considera- 
tions and other standards which are appii- 
cable to all employees in the same industry. 
Only with regard to ability to pay does 
the intra-industry wage comparison fail to 
reflect other relevant considerations in wage 
fixing. As a result, when we consider each 
of these other standards in wage determina- 
tion, our conclusions from the application 
of these other standards may be reinforced 
or may be discredited by a look at wage 
levels in the same 


movements and wage 


industry or in other industries. 

This suggests a very complex procedure 
in administratively determining wages in 
collective bargaining by employers and the 
representatives of the employees. If rea- 
sonable, proper and acceptable wages result, 
the complexities are rewarded. For progress 
in our economy is a two-way proposition. 
Progress means that real wages are raised 
for our people but at the same time the 
character of our wage structure has a very 
significant effect on the direction and the 
pace of our economic progress. [The End] 
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Technicians as Arbitrators 
of Wage Disputes 


By S. HERBERT 


UNTERBERGER 





PARTICULARLY over the last decade, 

wage setting has become an increasingly 
technical process. This is attested to by 
the expanding use of the techniques of job 
evaluation, performance rating, time study 
and wage incentives, At the least, this trend 
was encouraged by the government’s suc- 
cessive wage stabilization programs which 
placed such a heavy premium on _ the 
rationalization of wage structures. 

Recause of this development, it is no 
surprise that where arbitrators are called 
upon to adjudicate questions involving the 
proper hourly wage rate for a particular 
job classification or for a particular em- 
ployee, or the proper piece or incentive rate 
for a particular operation, they frequently 
find that the cases involve highly technical 
concepts which are presented to them in 
technical language by technicians advocat- 
ing the positions of the respective sides. 
(Although the wage rate technician origi- 
nated generally as a creation of manage- 
ment, the unions have again demonstrated 
their ability to accommodate to a new 
situation by developing specialists of their 
own.) 


But most labor arbitrators are not, by 
training, wage rate technicians. An analysis 
of the membership of the National Academy 
of Arbitrators indicates that approximately 
55 per cent are lawyers or teachers of law, 
and 33 per cent are teachers of labor re- 
lations or labor economics. Less than 5 per 
cent are wage rate technicians as the term 
is used in this article. Other lists of labor 
arbitrators provide approximately the same 
breakdown. 

Consequently, there is a real risk that 
communication may be inadequate between 
the advocates, who are professionals in the 
practice of their techniques, and the arbi- 


trator who, in this area, is a layman. The 


Technicians 


SINCE MOST ARBITRATORS ARE NOT 
TRAINED WAGE-RATE TECHNICIANS, 
CONSIDERATION SHOULD BE GIVEN 
TO USING BOTH A TECHNICIAN AND 
AN ARBITRATOR IN WAGE DISPUTES 





danger, of course, is that the arbitrator may 
be required to make his decision on the 
basis of an understanding of the problems 
less complete than he 


involved which is 


would wish. 


The Technician as Arbitrator 


To avoid this danger, several procedures 
have been suggested. One of the 
obvious is that when a technical problem is 
involved, a technician should be named as 
Regrettably, this solution 
than perfect. There is the 
difficulty that it is often not 
tell in advance whether a 
particular case involves a “technical” prob- 
lem. Many an amazingly complex issue has 
masqueraded behind a simple and innocent 
vice versa. At 
arbitrators 


most 


arbitrator. 
“pat” 


the 
1s more 
preliminary 


possible to 


submission, and 
match 


sounding 
tempting in 
with issues would appear to be an exercis¢ 


advance to 


in futility, 

As suggested above, a further difficulty 
would be that very few arbitrators 
rently practicing could qualify. Developing 
a breed of arbitrators with special qualifica- 
tions would be an experiment which would 
not necessarily end successfully. Arbitrators 
are not grown, trained or elected. While 
the characteristics which make a good arbi- 
trator (namely, the art of weighing the 
facts, the merits and the practicalities of a 
situation and arriving at a just and accept- 
able solution), and the characteristics which 
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The author is head of his own firm of industrial and 
labor economists (Philadelphia and Washington, D. C.) 
and serves as technical consultant to a variety of 
companies, trade associations, labor unions and law 


firms. 


He was Chairman of the Wage Stabilization 


Board Panel on Commission Earnings and during World 
War Il he was Director of Case Anaylsis of the NLRB. 





make a good technician (namely, a scientific 
and meticulous attention to measurable 
factors), are not necessarily mutually ex- 
clusive, they are rarely found in the proper 
combination in the same individual. 


Finally, employing technicians as arbi- 
trators may create some problems with re- 
gard to the acceptability of their awards. 
By their very nature, these cases require 
the arbitrator to substitute his judgment as 
to the proper wage rate for the judgment 
of at least one and sometimes both of the 
parties’ technicians. If the arbitrator, too, 
is a technician, it becomes his unpleasant 
duty to reject the findings and/or the 
conclusions of one or both of his profes- 
sional colleagues. And, by the nature of 
the usual arbitration procedure, he is un- 
likely to have any opportunity, after he has 
reviewed the evidence and, perhaps, made 
independent studies of his own, to debate 
with those colleagues the validity of the 
findings and the relative merits of alterna- 
tive solutions. The normal reaction, particu- 
larly of the rejected colleague, to an award 
which appears to him to have been arrived 
at “arbitrarily,” is likely to have an adverse 
effect on its acceptability. 


That the use of technicians as arbitrators 
in cases involving technical problems is not 
likely to provide the universally successful 
solution does not imply that they will not 
be eminently successful in particular cases, 
where the technical aspects are apparent, 
where a qualified technician-arbitrator is 
available and where that kind of arbitrator 
is the specific choice of the parties. 


The Technician as Consultant 
to the Arbitrator 


Another solution that has been tried from 
time to time is for the arbitrator to retain 


a technician as his consultant. Generally, 
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Fabian Bachrach 


this is done with the consent of the parties 
and at their expense. The technician re- 
views the “technical” evidence submitted 
and may, if required, make studies of his 
own. He generally reports his findings to 
the arbitrator and may confer with him. 
Thereafter, the arbitrator issues his award. 

This procedure avoids some of the dif- 
ficulties discussed above. The technician’s 
services are only employed after the arbi- 
trator has heard enough about the nature 
of the problem to be sure that they are 
required. And where they are required, the 
technician adds his special competence to 
that of the arbitrator in arriving at a 
proper award. 

The procedure has certain disadvantages 
as well. Employing additional personnel 
may add to the total cost of the arbitration, 
although this may be less serious than it 
first appears to be. The technician’s work 
is likely to expedite the proceeding by help- 
ing to define with precision the areas of 
difference, and thereby avoiding a great 
deal of aimless discussion. In any event, if the 
result is superior it is probably worth the cost. 


When the technician arbi- 
trator’s consultant, a potential area of mis- 
understanding remains. The parties may 
suspect that, since the arbitrator has con- 
fessed to his lack of familiarity with the 
technical matters involved, he is likely to 
accept his consulting technician’s findings 
uncritically and that, in reality, they will 
determine his award. Thus, they will ques- 
tion whether the employment of both an 
arbitrator and a technician is not, in fact, 
redundant. 


acts as the 


Furthermore, the parties’ technicians are 
still left with the empty feeling that they 
have been overruled by a layman on the 
basis of a colleague’s findings which they 
have had no opportunity to review, dis- 
cuss or rebut. 
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The Technician in a New Role 


A third solution which appears to over- 
come most of the difficulties is the follow- 
ing: After the arbitrator has heard enough 
about the nature of the problem to conclude 
that it is “technical” in nature, he suggests 
employing an impartial technician, who will 
investigate and prepare a report which the 
arbitrator will regard as additional evidence 
before him. But the technician’s findings 
will not be conclusive or binding upon him. 
(While the number of technicians who 
enjoy both management and union con- 
fidence is small, it is sufficient to meet the 
demand.) 


The impartial technician’s functions are 
(1) to review the “technical” evidence; 
(2) to meet with the parties’ technicians to 
learn the particular rate-setting methods 
used in the establishment and to learn any 
of its special idiosyncrasies; (3) to make 
such independent studies as are required; 
(4) to prepare a report on his findings. His 
special problem is to arrive at his conclusion 
by conforming with the rate-setting methods 
in use at the establishment—that is, by the 
same methods as are used by the parties— 
even if those methods are less than perfect. 


The technician’s report is submitted to 
the arbitrator and the parties. Either party 
may request a hearing before the arbitrator 
with the impartial technician present. At 
that hearing, the technician may be ques- 
tioned about his methods and findings, and 
the introduce evidence and 


parties may 


LABOR AND THE 


What is the right to work? The many 
right-to-work laws passed by the states 
in recent years and the “right to refrain” 
clause of Section 7 of the Taft-Hartley 
Act would indicate that the phrase means 
the right not to join a union. The phrase 
is used in Article 23-1 of the Universal 
Declaration of Human Rights, passed 
and proclaimed by the General Assembly 
of the United Nations on December 10, 
1948. It would be interesting to know 
if the draftsmen of the declaration used 
same sense as the authors of the 
above. 


it in the 
American legislation mentioned 
The articles in the declaration pertaining 


to labor are as follows 


Article 23.—1 Everyone has the right 
to work, to free choice of employment, to 


Technicians 


argument relevant to those findings. These 
hearings generally amount to a discussion 
of the few salient points of difference. 
Thereafter, the arbitrator issues his award 

The 

(1) The technician is employed only after 
a competent authority, the arbitrator, is 
his services are required. 


(2) All the relationships the 
arbitrator, the technician and the parties are 


advantages of this procedure are: 


sure 


between 


fully disclosed. 

(3) The parties’ technicians have an op- 
portunity to discuss their methods before 
a further study is made, and later have an 
opportunity to debate the findings before 
the arbitrator with particular attention to 
the areas of difference. 

(4) The arbitrator not 
his own technician nor is he bound by the 
technicians’ measurements of the measur 
able factors. He acts in the proper decision- 
making role for which the parties have 
selected him—‘“‘weighing the facts, the 
merits and the practicalities of the situation 
and arriving at a just and acceptable solu- 
tion.” The role of the technician has been to 
facilitate the process. 


does have to be 


One final question: “How do the parties 
like this procedure?” The only 
known to the author, who has been privi- 
leged to participate in it with one of our 
most eminent arbitrators, is that the parties 
have repeatedly invited us back for “more 


of the same.” [The End] 
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and to protection against unemployment. 


? Everyone, without any discrimina 


tion, has the right to equal pay for equal 
work 


3. Everyone who works has the right 


remuneration insuring 


N 
to just and favorable 
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lis family an existence 


dignity, and supple 


for himself and 
worthy of human 
mented, if necessary, by other means of 
social protection 

4. Everyone has the right to form and 
unions for the protection 


to join trade 


of his interests 


Article 24.—Everyone has the right to 
rest and leisure, including reasonable 
limitation of working hours and periodic 
holidays with pay. 











Problems 





Janitors, Charwomen 
Lose FLSA Decision 


One word—commerce—in the Constitu- 
tion of the United States has enabled the 
Congress and the federal courts to expand 
the power and control of the national gov- 
ernment to a degree that the Founding 
Fathers could hardly have anticipated. The 
Fair Labor Standards Act offers a case in 
point. Among other things, it puts a floor 
under wages for all employees engaged in 
commerce or the production of goods for 
commerce. For this purpose, commerce 
means interstate or foreign business trans- 
actions. 

One of the duties of the Secretary of 
Labor is to see that employers subject to 
the act obey it. When employers resist 
compliance on the ground that the “com- 
merce” shoe does not fit them, they end 
up in court. More often than not, they lose 
A case against this pattern, however, is 
Tobin v. Girard Properties, Inc., 23 LAsor 
Cases § 67,587 (DC Tex., 1952). The case 
is important because it lays down tests for 
determination of FLSA coverage in similar 
situations, The question in the case was 
whether building service employees are cov- 
ered by the minimum wage and overtime 
provisions of the act. This problem has 
vexed the courts for many years. 

The building involved was in Texas, and 
the owner was a Pennsylvania corporation. 
The basement and 12 floors of the 16-story 
structure by a_ telephone 
company. 

The United States Supreme Court de- 
cided in Kirschbaum v. Walling, 5 Lapor 
Cases § 51,142 (1941), that the FLSA ap- 
plied to maintenance employees of a loft 
building leased to tenants engaged in pro- 
duction of large quantities of goods for 
interstate commerce. In 10 East 40th Street 


436 


were occupied 


Building, Inc. v. Callus, 9 Lapor Cases 
4 51,207, and Borden Company v. Borella, 9% 
Lapor Cases § 51,206, both decided June 11, 
1945, the Court went deeper into the prob 
lem. In the Borden case the building in- 
volved was owned by the employer, but it 
was used solely as an executive and administra- 
tive office building. Following Kirschbaum, 
the Court said the maintenance employees 
were covered by the act. In 10 East Wth 
Street the employer owned the building but 
leased it to more than 100 tenants. About 
42 per cent of the space was rented to firms 
engaged in “commerce,” but no manufac- 
turing was carried on in the building. The 
FLSA was held not to apply. The court said 
that “an office building exclusively devoted 
to the purpose of housing all the usual 
miscellany of offices has many differences 
in the practical affairs of life from a manu- 
facturing building, or the office building of 
a manufacturer. And the differences are too 
important in the setting of the Fair Labor 
Standards Act not to be recognized by the 
courts.” Elsewhere the court remarked that 
“Renting office space in a building exclu- 
sively set aside for an unrestricted variety 
of office work spontaneously satisfies the 
common understanding of what is local 
business and makes the employees of such 
a building engaged in local business.” 

In following the 10 East 40th Street rule, 
the Texas court in Girard Properties evolved 
these tests as controlling: (1) The building 
was owned and operated by an independent 
company which was not engaged, there or 
elsewhere, in the production of goods for 
commerce; and (2) no production of goods 
occurred in the building. 

The court sidestepped the opposite ruling 
in Kirschbaum because, although the build- 
ing in that case was also rented to tenants, 
there was manufacturing carried on in the 
building, while in Girard the telephone com- 
used its 12 floors “exclusively for 
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executive and administrative activities.” The 
rule in Borden was said not to apply because 
the building in that case was owned by the 
employer. 

A watchman does nothing but watch. 
Another case, decided April 16, 1953, in- 
volved the status of watchmen. It was held 
that watchmen employed by the owner ot 
a building occupied by tenants engaged in 
commerce are not subject to FLSA provi- 
Reasons: The services of the watch- 
men have no close or immediate connection 
with the production activities of the ten 
ants; the activities of the tenants are not 
dependent upon or influenced by the serv 
ices of the watchmen; the watchmen are 
not employed by a company engaged in 
commerce; and_ their contribute 
nothing to the flow of goods in commerce 
“These watchmen,” the court said, “can be 
likened to airplane spotters, whose observa- 
tions could in no respect contribute to the 


sions. 


services 


navigation and operation of the planes which 
it would be their duty to observe 

This defendant’s watchmen do not protect 
the buildings from anything.”"—Tobin 7 
Famous Realty, Inc., 23 Lasor Cases § 67,562 
(DC N. Y., 1953). 


Empty Beer Bottle Gatherers, 


Rag Pickers and ‘*‘Commerce”’ 


“Drivers’ helpers who engaged in picking 


[and] re 
turning to the warehouse empty beer con 
for and which 


up, loading on delivery trucks, 


tainers which are intended 
are subsequently shipped to. breweries lo 
cated outside the State of Florida are en 
gaged in interstate commerce with the meaning 
of the Fair Labor Standards Act.”—Tobin 
v. Stewart-Jordan Distributing Company, 23 
Lapor CAses § 67,589 (DC Fla., 1952). 


\ scrap dealer making local sales to in- 
terstate foundries and mills is a producer 
of goods for commerce, whether or not he 
knowledge that the goods sold 
by him will move in interstate commerce, 
provided he knew or reasonably should 
have known that the scrap would be shipped 
out of the state in the normal and ordinary 


has actual 


course of business either alone or as a part 
[ other product. Em- 
handle, 
metals, 


or ingredient of some 


ployees of the scrap dealer who 


process, bale or transport scrap 
rags, paper and cardboard for local delivery 
to the foundries and mills are engaged in 
the production of goods for commerce when 
a substantial proportion of such materials 
are eventually shipped out of the state.- 
Tobin v. Tankard, 23 Lasor Cases § 67,591 
(DC Calif., 1952). 


Wages . Hours 


An employee originally hired as an out- 
side salesman, and within the scope of the 
FLSA exemption for outside salesmen, who 
is temporarily assigned the additional duties 
of plant manager, which occupy most of his 
time, is not exempt from the minimum wage 
and overtime provisions of the act during 
the period he performs the additional duties 
Delta Chemical & Manufacturing 
Lapor Cases § 67,556 (D¢ 


—Wingo v 
Company, 23 


Tenn., 1953). 


Group Insurance Plan 
Needs Workers’ Consent 


The union and the employer left the bar- 
gaining table agreed that employees would 


get a 7% cent-an-hour wage increase, and 
that the employer would deduct that amount 
from wages to pay for a health and welfare 
To win this concession from manage 

obtain 


plan 
ment, the 
individually 


union had to agree to 
authorizations for the 
deductions employees Of the 
19,000 workers involved, 3,000 
sign. The employer refused to deduct pay- 
ments for the plan from the dissenters’ pay 
The union insisted and filed a declaratory 
judgment suit asking that its position be 
sustained. 4 California federal district 
court ruled that the union was wrong, in 
International Woodworkers of America, Local 
6-64 (CIO) v. McCloud River Lumber Com- 
pany, 23 Lapor Cases { 67,600 (1953) 


signed 
from the 
retused to 


Little clarity results from the decision 
insofar as resolution of the basic problem 
is concerned because of this peculiar cir- 
cumstance in the case the signed author- 
ization requirement. Two previous cases on 
the question were decided oppositely. In 
Coos Bay Lumber Company v. Local 7-116, In- 
ternational Woodworkers of America (CIO), 
22 Lapor Cases { 67,144 (1952), an Oregon 
circuit court held that the union was with 
out authority to control the manner in which 
employees spend their wages, and that em 
ployee consent was necessary before a wage 
increase could be diverted to a health and 
welfare plan. The Oregon judge had before 
him the decision in Potlatch Forests, In 
v. International Woodworkers of America 
(CIO), 23 Lapor Cases 9 67,355 (1951) (later 
affirmed by the Ninth Circuit in 23 LaBor 
Cases § 67,357), in which a federal] district 
court in Idaho ruled that the same arrange 
ment amounted to the establishment of an 
employer-financed welfare plan and was 
within the authority of the union as bargain 
ing representative 

Apparently we shall have to wait for more 
decisions before coming to any conclusions 
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HE OLD SAW about leading a horse 
to water but not being able to make him 
drink fits a series of cases on a problem 
involving Section 7 of Taft-Hartley and the 
exception in it concerning Section 8 (a) (3). 


When a valid union shop agreement ex- 
ists under these provisions, an employee 
who refuses membership in the union after 
30 days is subject to discharge. What does 
this obligatory “membership” entail? In 
Union Starch & Refining Company v. NLRB, 
19 Lapor Cases {[ 66,152, 186 F. (2d) 1008 
(1951), the Seventh Circuit enforced a 
Board order forbidding discharge of an 
employee for refusal to participate in union 
activities. The court said: “We agree that 
the Union had the right under the statute 
here involved, to prescribe nondiscrimina- 
tory terms and conditions for acquiring 
membership in the Union, but we are unable 
to agree that it may adopt a rule that re- 
quires the discharge of an employee for 
reasons Other than the failure of the em- 
ployee to tender the periodic dues and 
initiation fees.” 


The Union Starch rule, in effect, gives an 
employee the right to refrain from all union 
activities other than the tender of initiation 
fees and dues, when a valid union security 
agreement is in effect. The NLRB recently 
had occassion to reiterate this rule when 
an employee protested the deduction of a 
$1 “assessment” for failure to attend union 
meetings. The money was withheld from 
his pay under a checkoff authorization. The 
case is Injection Moulding Company, 104 
NLRB, No. 91, 2 CCH Lasor Law Reports 
{12,419 (1953). The Board said: “In Union 
Starch & Refining Company we discussed the 
right of employees to refrain from union 
activity and referred to the Section 7 pro- 
vision as the ‘negative right not to join or 
assist labor organizations.’ We also said 
that the 8 (a) (3) exception in Section 7— 
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because it is an exception—must be strictly 
construed to remove from the purview oi 
Section 7 only those subjects ‘expressly’ 
freed from it. After careful consideration 
we are not now prepared to say that Sec- 
tion 8 (a) (3), by providing for ‘member- 
ship’ in a union as a condition of employment 
in appropriate circumstances, expressly re- 
quires, when a valid union security contract 
exists, that employees shall participate in 
union activities in addition to tendering the 
necessary dues and initiation fees. We be- 
lieve that the Section 8 (a) (3) proviso was 
intended to deal only with the limitations on 
discharge pursuant to union security agree- 
ments.” 


This is strong, unmistakeably clear lan- 
guage, and it would appear to set the 
matter at rest. Not so. An arbitrator was 
recently faced with a problem in this area 
that the Board almost certainly had not 
anticipated would arise. The employee in- 
volved was subject to the Railway Labor 
Act rather than the Taft-Hartley Act, but 
the statutes are substantially similar inso- 
far as Section 8 (a) (3) of the latter is 
concerned, although the Railway Labor 
Act does not, in so many words, contain the 
strong “right to refrain” clause of Taft- 
Hartley’s Section 7. Nevertheless, _ it 
would be interesting to know how the 
NLRB would react if faced with the fact 
situation presented to the arbitrator. 


, 


“Here are my dues, but I will not join.’ 
—The employee in the case tendered her 
initiation fee and dues but informed the 
union, in writing, that she would not join. 
The employer resisted the union’s demand 
that she be discharged, and the case was 
submitted to an arbitrator. 

Union Starch gave the employer a strong 
argument, but the arbitrator distinguished 
the fact situation in that case and ruled 
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in favor of the union. His reasoning to 
that conclusion is interesting. He said that 
it was “completely clear that [the 
employee] has not applied for membership. 
The requirement would be met by an em- 
ployee who said, ‘1 wish to join, though 
I do so against my will and though I hate 
the union and will never give it my support.’ 
But it is not met where the employee says, 
‘Here are my dues but I am not joining 
the union.’ . .. The Union Starch case 

is not inconsistent with the conclusion | 
have stated. That case was decided on the 
assumption that the had re 
quested membership but had been refused 
because of their unwillingness to comply 
with certain conditions. I believe my con- 
clusion is supported by the clear legislative 
purpose behind the Taft-Hartley and Rail- 
way Labor Act provisions regarding the 
union shop. The basic issue seems to be 
whether the statute was intended to 
an employee a choice between joining the 
union and merely paying it tribute. The 
position of the Company in this dispute is 
tantamount to arguing that the union-shop 
provisions boil down to a mere “support- 
money” or “dues” shop Literally, both 
statutes make it quite clear that under the per- 
mitted form of union-shop agreement the 


employees 


give 


employee is to have an obligation to join 
the Union, not an obligation in the alterna- 
tive either to join the union or to contribute 
to its support.” 


It's Always Election Time 
for Unions and Employers 


America is accustomed to political con- 
ventions but not to elections in hot weather. 
To unions, managements and the National 


Labor Relations Board, however, it is al 
ways election time and, when a union loses 
a representation plebiscite and there is any 
ground upon which its fairness may be con- 
tested, the NLRB is frequently asked to cal! 
for a new show of hands. 

One of the reasons for which elections are 
regularly challenged by unions is manage- 
ment’s habit of addressing employees on the 
eve of the voting, advising them, in the 
ordinary case, not to vote for the union 
seeking the right to represent them. In two 
recently reported instances the Board set 
aside elections because of election-eve speeches 
by employers. 

In Reeves Instrument Corporation, 2 CCH 
Lapor Law Reports (4th Ed.) § 12,418, 104 
NLRB, No. 99, decided May 4, 1953, the 


employer’s president delivered a speech by 


Labor Relations 


means of a wire recorder over the public 
The recording was played 
shortly before quitting time on the day 
before the election. This case was com- 
plicated by the fact that the union knew, 
and had warned the workers in printed 
leaflets, that the employer would make a 
last-minute speech. Also the union had 
made no request to address the employees 
on the company’s property immediately 
before or after the employer’s speech. The 
Board, taking the union’s behavior into ac- 
count, said that the employer had done no 
wrong, by timing the speech so as to have 
the last 


address system. 


word. 


If that had been all there was to the case, 
the employer would have prevailed. Labor 
disputes, unfortunately, are seldom so sim 
ple. Having found that the speech was legal 
insofar as the time of its delivery 
concerned, the Board looked at the contents 
of it and found a violation of the law 
among other things there was a promise of 


Result: The 


was 


an increase in paid holidays, 
election was set aside. 

In W. T. Grant Company, 2 CCH Lapor 
Law Reports (4th Ed.) ¥ 12,425, 104 NLRB, 
No. 60 (1953), the employer banqueted the 
employees on the eve of the election. The 
manager’s speech at the dinner in- 
cluded a statement that the “store 
[its own] manual and 


store 
was 
governed by . 
that he didn’t see how the employees 

could benefit by the union” since the man- 
agement follow the ore 
manual in any case, regardless of what the 


Was 


going to 


union said 


Che election was held on schedule but the 
votes were not opened or tabulated because 
filed a withdraw its 
petition, and 


the union 
representation 
proved its request. 


request to 
the Board ap 


The trial examiner ruled, and the Board 
agreed, that the store manager had, in 
effect, told the employees that collective 
bargaining would be futile. Result: The 
employer unlawfully interferred with em- 
ployee rights, and the election was set aside 


Booze for the boys.—In Albion Malleable 
Tron Company, 2 CCH Lapor Law Reports 
(4th Ed.) 412,414, 104 NLRB, No. 31 
(1953), the union contested the regional 
director’s finding that its objections to the 
conduct of an election were without merit 
It charged that (1) the rival union in the 
case had failed to receive a majority of all 
ballots cast and that the challenged ballots 
should, therefore, be counted; (2) that 
several voters were, at the time of the elec- 
tion, residing illegally in the country; (3) 
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Workmen's compensation is our old- 
est form of social-security legislation. 
Like unemployment insurance, its pur- 
pose is to provide compensation for 
wage loss due to causes not directly 
within the control of individual work- 
ers. It is the only field of worker- 
benefit legislation in which state 


jurisdictions operate completely inde- 
pendent of the federal government. 


—Monthly Labor Review 





that a Board agent, without first seeking 
permission of union officials, conversed with 
several of the voters in a foreign language 
within the voting area during the voting; and 
(4) that the rival union influenced the 
election’s outcome through the purchase of 
alcoholic drinks for voters and by false 
promises made to them. The rival union 
had been declared winner of the election. 

The NLRB discounted all of the objec- 
tions. Concerning the last objection, the 
Board found that the rival union’s pre- 
election purchase of alcoholic drinks for 
workers contained no element of coercion 
and fell in the permissible area of elec- 
tioneering activities. 

Since all the objections were found to be 
without merit, the Board certified the 
rival union. 

The promises made by the rival union at 
the drinking party were held to be imma- 
terial to the Board’s inquiry. By contrast, 
in the Grant case it was the content of 
the speech made by the employer which the 
Board considered determinative. While 
the cases are too complex for the singling 
out of this issue and concluding from it that 
it makes a difference whose ox is gored, 
the Board, nevertheless, does not make it 
clear that its shifting of emphasis to find 
determinative issues in some of its cases 
is other than desultory. 


NLRB Modifies Order 
in Bonwit Teller Case 


The furor created by the National Labor 
Relations Board in 1951 when the new cap- 
tive audience doctrine was announced in 
Bonwit Teller, Inc., 96 NLRB 608, was re- 
called when the Board obeyed a court de- 
cree to amend the order in the case on 
April 28, 1953, in 104 NLRB, No. 67. 
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The original order of the Board contained 
a finding that the employer engaged in an 
unfair labor practice by making an anti- 
union speech prior to a representation elec- 
tion. On June 17, 1952, the Second Circuit 
sustained the Board’s finding that the em- 
ployer had violated the law but refused 
to enforce the order. The court said that 
“the Board’s order in its present form has 
been too broadly drawn. It requires 
{the employer] to cease and desist from: 

‘making antiunion speeches to 
employees during working hours and on the 
[employer’s] premises, without according, 
upon reasonable request a similar oppor- 
tunity to address the employees to the 
labor organization against which such speeches 
are directed.’ As we have indicated above, 
the violation here was the discriminatory 
application of the no-solicitation rule. If 

. . [the employer] were to abandon that 
rule, we do not think it would then be 
required to accord the union a similar op- 
portunity to address the employees each 
time . . . [the employer’s president] made 
a speerh.” 

The court thereupon remanded the case 
to the Board, with directions to proceed 
in accordance with the decision. (Bonwit 
Teller, Inc. v. NLRB, 21 Lapor Cases 
{ 67,025, 197 F. (2d) 640 (CA-2).) 

On December 27, 1952, the employe: 
filed in the United States Supreme Court a 
petition for certiorari to review the decision 
of the Second Circuit which was denied by 
the Court on March 9, 1953 in 73 Sup. Ct. 
644. 

The Board then issued a modified orde: 
which directed, in its significant part, that 
the employer cease and desist from inter- 
fering with, restraining and coercing its 
employees by the following conduct: 

“Discriminatorily applying its no-solici- 
tation rule by making antiunion speeches to 

employees during working hours on 
the [employer’s] premises, while refusing 
to accord, upon reasonable request, a similar 
opportunity to address the employees to the 
labor organization which such 
speeches are directed 


against 

The Board further ordered that the com- 
plaint, in all other respects, be dismissed 
and that the September 15, 1949 election 
be set aside. This election, which the union 
lost, started the long controversy. Time 
elapsed from the date of the election to the 
recent decision setting it aside: three years, 
seven months and 13 days. 
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Labor Law in the Making 





and ENACTMENTS 








Many State Legislatures 
Boost Workmen's Compensation 


State legislatures have been busy this 


changes to workmen’s 
compensation statutes. A number of states 
have boosted benefits. The following sum 
mary has been digested from CCH Work- 
MEN’S COMPENSATION LAW REPORTER 


year considering 


(States other than those listed have amended 
their workmen’s compensation laws, and 
the states listed have in instances 
passed amendments or additions other than 
listed. Minor have 
omitted from some of the laws included.) 


some 


those provisions been 


Colorado.—S. B. 69 increases the percent- 
age rate for computing the weekly benefits 
of temporary disabilities from 50 per cent 
to 66% per cent; increases the weekly disa- 
bility compensation maximum to $29.75 
from $28, increases the lump sum settle- 
ment maximum for permanent disability, 
partial and total. Effective March 6, 1953 


Idaho.—Chapter 245 raises the 
total disability maximum for workmen with- 
out dependents from $20 to $23 and for a 
workman with a dependent wife from $25 
to $28. Effective July 1, 1953. 


weekly 


Kansas.—S. B. 177 raises maximum com- 
pensation: for death, from $6,000 to $9,000; 
for burial expenses, from $300 to $450; and 
for total or partial disability, either tempo- 
rary or permanent, from $25 to $28 a week 
Medical expense allowances are provided 
for in all cases, rather than only in extreme 
cases as formerly, and benefits are raised 
from $100 to a ceiling of $1,500. Effective 
April 10, 1953. 

Maryland.—Chapter 502 alters the date of 
commencement of compensation after a 
disability by changing the waiting period 
from “three days” to “three calendar days.” 
Effective June 1, 1953. 


Labor Law in the Making 


Massachusetts.—Chapter 138 extends the 


coverage provided by the workmen’s com 


pensation law to include special and reserve 


p slice contractors 


Effex 


officers employed by 
contracts to cities and towns 
1953 


Chapter 314 establishes a Division of In 


undet 
tive June 3, 
dustrial Accidents within the Department 
of Labor and Industries; 
ter of the statutes which set up the De 
partment of Industrial Accidents; and amends 
“divi 


repeals the chap- 


the General Laws to insert the word 


sion” for wherever the word “department” 
appeared in the Workmen’s Compensation 
Act Effective May l, 1953. 

Chapter 330 provides that the Depart- 
ment (the legislators apparently having for- 
gotten that Chapter 314 had changed this 
to “Division”) of Industrial Accidents shall 
have the to deputize than 
one of its inspectors, as necessary, to make 


power more 
and prosecute complaints against employers 
who fail to provide tor the payment of com- 
Effective 


pensation as required by law 


July 30, 1953. 


Minnesota.—Chapter 439 gives employees 


an option of receiving Christian Science 
treatment in lieu of medical treatment and 
under the workmen's 


supplies compensa 


tion laws. Gives employers an _ election, 
however, not to be subject to the Christian 
Science provisions by filing a written notice 
of rejection with the Industrial Commission 
Effective April 19, 1953 

Chapter 755 repeals existing workmen's 
compensation law with the 
those sections relating to occupational dis- 
and the injury fund; enacts 
new legislation replacing repealed law; raises 
maximum weekly disability compensation 
from $32 to $35, and minimum from $15 
to $17.50; burial from 
$350 to $450; eliminates the aggregate maxi- 


exception of! 


eases second 


raises allowances 
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mum of $18,000 in cases of total permanent 
disability and provides that after $18,000 has 
been paid, old age benefits shall apply 
toward compensation payments; makes other 
changes, but leaves the bulk of relevant 
law substantially the same. Effective July 
1, 1953. 


Montana.—H. B. 34 increases disability 
compensation maximums to $24.50, $26.50, 
$27.50, $28.50, $29.50 and $30.50 per week in 
cases where the employee is unmarried 
or has one, two, three, four, or five or more 
dependents, respectively; increases the weekly 
minimum to $17.50 Effective July 1, 1953. 


Nebraska.—Leg. Bill 106 increases the 
maximum weekly compensation for total! 
and partial disability under the Workmen’s 
Compensation Act from $26 to $28; in- 
creases from $15 to $17 the maximum 
weekly benefits; increases from $15 to $17 
the amount less than which actual wages 
are to be paid; increases from $20 to $22 
the maximum weekly benefits for total 
disability that extends beyond 300 weeks; 
increases weekly minimum in such cases 
from $12 to $15; and increases from $250 
to $300 the maximum burial expenses al- 
lowable. Effective three months after ad- 
journment. 


New Hampshire.—Chapter 69 increases 
the weekly disability compensation maxi- 
mum from $30 to $33; increases from $15 
to $18 the weekly disability minimum; in- 
creases the aggregate amount allowable as 
a maximum in disability cases and to bene- 
ficiaries for a compensable death from 
$9,000 to $10,500; and extends from 300 
to 319 the number of weeks for which disa- 
bility and death benefits may be claimed. 
Effective July 1, 1953. 


New Jersey.—Chapter 33 amends that 
part of the Workmen’s Compensation Act 
which relates to the form and notice of 
insurance contracts and to the settlement 
of claims by changing the name of the 
court referred to in applicable sections 
from the Court of Common Pleas to the 
County Court. Effective March 23, 1953. 


New York.—Chapter 575 adds news- 
paper carrier boys under the age of 18 years 
to those employees covered by the work- 
men’s compensation law and provides that 
compensation shall be double the amount 
otherwise payable if the newspaper boy 
is knowingly permitted by his employer to 
work in violation of the education law. Ef- 
fective July 1, 1953. 
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Chapter 647 amends the law concerning 
appeals from awards or decisions of ref- 
erees of the Workmen’s Compensation 
Board to the Appellate Division of the Su- 
preme Court, Third Department. Effective 
April 13, 1953. 

Chapter 840 adds civil defense office vol 
unteers to those employees of state subdivi- 
sions who are entitled to compensation 
from the state for injuries sustained while 
engaged in practice and training exercises; 
declares such activities of the volunteers to 
be hazardous within the meaning of the 
workmen’s compensation law. Effective 
July 1, 1953. 


North Dakota—S. B. 83 increases the 
percentage rate for computing the weekly 
benefits for disability cases from 6634 per 
cent to 80 per cent; increases the weekly 
disability minimum from $9 to $15 and 
the weekly disability maximum from $25 
to $31.50; increases the weekly maximum in 
total disability cases where dependency al- 
lowances are made from $42 to $45.50; and 
increases the maximum weekly death bene- 
fits payable to beneficiaries from $35 to $40 
and the weekly minimum from $25 to $30 
Effective July 1, 1953. 


South Carolina—Act 111 increases the 
maximum weekly compensation for total 
and partial disability under the Workmen’s 
Compensation Law from $25 to $35; in- 
creases the maximum weekly compensation 
which may be paid to eligible dependents 
of any employee who is killed from $25 to 
$35. Effective March 27, 1953. 


South Dakota.—H. B. 689 increases the 
weekly disability compensation maximum to 
$28 and the weekly minimum to $12; and 
increases the aggregate maximum in per- 
manent total disability from $7,500 to $9,000. 
Effective July 1, 1953. 


Tennessee.—Chapter 111 increases from 
$25 to $28 the maximum weekly compensa- 
tion allowable for disability and death under 
the workmen’s compensation law; increases 
from $8 to $10 the weekly minimum al- 
lowable for temporary partial disability; 
increases from $10 to $12 the weekly mini- 
mum allowable, unless actual wages are 
lower, for other disabilities and death; in- 
creases from $10 to $12 the weekly mini- 
mum amount less than which actual wages 
are to be paid for death and disabilities 
other than temporary partial disability; in- 
creases other benefits. Effective July 1, 
1953. 
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CURRENT LITERATURE 





in the Labor Field 





University Publications 

Channels of Employment. Murray Edelman. 
Illinois, Institute of Labor 
Relations, Illinois. 


University of 
Industrial 
210 pages. 


and Urbana, 


1952. 
This book is a description of the findings 
and conclusions from a research project on 
influences on the operation of public em- 
ployment offices and other hiring channels 
in local job markets. The author selected 
several areas in Illinois for his study. 

To some extent, the study confirms exist 
ing knowledge of hiring practices; for in- 
that filling 
vacancies is the 
government sponsored employment offices 


ior 


upon 


primary reliance 


always 


stance, 
not placed 
Gate-hiring and advertisements 
are “channels” quite often turned to first by 
the employer when need exists. The various 
areas in Illinois that reflect differences in 
population and economic make-up don’t re 
flect a marked difference in the practice 
charted. The conclusion drawn from the 
study is that convenience and 
ease of obtaining applicants are the main 
determinant of the hiring policy of em- 
While the study makes no specific 
respect, at least 
that if the 
“successful” 


newspaper 


immediate 


ployers. 
recommendations in this 
there is the conclusion 
governmental offices are to be 
they should make a greater attempt to com- 
pete with formal employment agencies. 


tacit 


This study was conducted by Dr. Murray 
Doctor Edelman is 
Political 


and others. 
professor of 


Illinois. 


Edelman 
assistant 


University of 


Science, 


Wartime Manpower Mobilization. Leonard 
P. Adams. New York State School of 
Industrial and Labor Relations, Cornell 
University, Ithaca, New York. 1951. 169 
pages. $1. 


Books . . . Articles 


tells the manpower story of 


Falls 


hostilities im 


This study 
the 
outbreak of 
end of the 


irom the 
1939 
war in 1945 
used a referral plan 
which attracted nation-wide attention. The 
acute shortage of manpower appeared earlier 


area 
Eurepe in 


Buffalo-Niagara 


shooting 


controlled 


to the 


This area 


in this area than in most of the others and 
prompted the rationing of manpower 
The 


shortcoming of 


Says that perhaps the chiet 
this was the 
early in the appreciate the 
manpower. Another 
competition be 
war agencies themselves for pro 
the failure of 
the procurement agencies to appreciate the 


author 
experiment 
failure war to 
great tance of! 


detrimental 


impor 
factor was the 
tween the 
and and 


duction manpower 


importance of rationing manpower. 


Compensation Principles and Practices. Re 
search and Technical Report 13, Industrial 
Minnesota 

Dubuque, 


Relations Center, University of 


William C. Brown 


1953 5? pages 


Company, 


lowa $1.50 


Compensation Principles and Practices is 
held 


for Continuation Study, Uni 


the subject of a conference last year 


at the Center 


versity of Minnesota. There ar 
in thi 


search 


nine papers 
s publication, which is designated Re 
echnical Report 13, Industrial 
University of Minnesota 


and 
Relations Center 

The 
tions from some of the papers 

Dean H “The 
held by many job classification estab 
lishes a job without 


following are a few interesting quota 


Rosensteel view has been 
that 
relative value of 


the 


the 


considering the man in job, and since 
in most executive capacities the man makes 
the job, evaluation techniques are not ap 


plicable.” 


Roger S. Hubbell 
unions increasingly 


‘Despite the fact that 
the 
administration of wage 
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insist on a voice in 


determination and 





and salary programs, many firms have found 
that their unions refuse to participate in 
this and similar programs.” 


Adolph O. Berger—“Occupational wage 
differentials provide a means for compensat- 
ing workers in accordance with differenccs 
in skill, effort, and working conditions, and 
for attracting labor to the skilled trades 
which require years of training as well as 
exceptional aptitude.” 


Harold Steiglitz—“Increased productivity 
filters through the economy in many ways 
—lower prices, high wages, shorter hours, 
more fringe benefits, more profits.” 


Leon H. Keyserling—“We have main- 
tained what is basic, our production. The 
economy has been expanding, and markets 
for our goods have been maintained and 
expanded. If there is a reduction in defense 
expenditures in the future, I believe that the 
economy will absorb the leftover resources 
and production more easily than it did in 
the immediate post-war period.” 

Merle C. Hale—“In this field of compen- 
sation for salaried employees there is no 
copyrighted way to do the job. We are all 
in the need of searching for sounder con- 
cepts, for better procedures, methods and 
techniques.” 

R. E. Kirkpatrick—“I believe that we 
should have written wage and salary poli- 
cies and that they should be distributed to 
supervisors so that they can think about 
the subject intelligently and be in a position 
to understand and answer the many ques- 
tions employees ask.” 

J. Stevens Stock — “Top 
often tries to communicate too many ideas 
at once. We learn only one thing at a time. 


management 


Financial Regulation of Unions Under the 
Taft-Hartley Act. Walter L. Daykin. Bu- 
reau of Labor and Management, College 
of Commerce, State University of Iowa, 
Iowa City, Iowa. 1952. 24 pages. 25¢. 


Walter L. Daykin, who has, on several 
occasions, written articles for Lasor Law 
JourRNAL (see page 417), is the author of a 
pamphlet published by the State University 
of Iowa, the subject of which is Financial 
Regulation of Unions Under the Taft-Hartley 
Act. The author points out that the trend 
to restrain the power of unions is reflected 
somewhat in the financial regulations for 
unions. In exploring this subject, he writes 
of union registration, check off, union shop 
and the penalties and responsibilities im- 
posed by law on unions. 
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ARTICLES 





To Be Specific About It ... This 
paper takes a good look at Section 8 (b) (4) 
of the Taft-Hartley Act and finds it want- 
ing. The author thinks the law is inade- 
quate in that it does not fairly resolve the 
problem of the secondary boycott. This 
critic does not stop with a negative attack, 
however. He sets down the specific lan- 
guage that should be added to the act to 
achieve the result for which he contends. 
His amended Section 8 (b) (4) would read 
as follows: 

“(b) It shall be an unfair labor practice 
for a labor organization or its agents... (4) 
to engage in, or to induce or encourage the 
employees of any employer to engage in 
(except where such encouragement or induce- 
ment arises from lawful picketing at or near 
the premises of a primary employer), or to 
threaten any person therewith, a strike, or 
refusal to let its members accept employment, 
or a concerted refusal in the course of their 
employment to use, manufacture, process, 
transport or otherwise handle or work on 
any goods, articles, matcrials or commodi- 
ties or to perform any services, regardless 
of any provisions in individual or collective 
bargaining contracts, where an object there- 
(A) forcing or requiring any em- 
ployer or self-employed person to join any 
labor employer organization or any em- 
ployer or other person to cease using, sell- 
ing, handling, transporting, or otherwise 
dealing in the products of any other pro- 
ducer, manufacturer, or to 
cease doing business with any other person; 
. . .—Tower, “Secondary Boycotts and 
the Taft-Hartley Act: Some Suggestions 
for Amendment,” George Washington Law 
Review, April, 1953. 

Are Arbitrators and Judges Competitors? 
a % A California judge takes the measure 
of that upstart method of dispute settling 
—arbitration—and pronounces it respect- 
able. He traces the background of arbitra- 
tion in our legal system and describes the 
difficulty it has had with courts which long 
considered it a competitor of litigation. 
His conclusion is that “there need be no 
conflict between arbitration and the lawyers 
on one hand, or arbitration and the judici- 
ary on the other.” “It is likely,” he adds, 
“that neither field is a panacea for all the 
ills of commercial conflict. Both may well 
exist, with each exuding its value to the 
body politic and economic.”—Mosk, “Arbitra- 
tion Versus Litigation,” Arbitration Journal, 


No. 4, 1952. 


of is 


processor, or 
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Meetings of Labor Men 


Practising Law Institute.—‘Problems in 
Collective Bargaining” is the title of a new 
rogram added to the institute’s 1953 sum 
mer session. The five-day meeting begins 
August 3 at the Hotel Statler in New York 
City. Inquiries should be addressed to the 
Practi William Street, 


sing Law Institute, 57 
New York 5, New York 
CIO Conventions.—June 10-12: Insur- 
& Allied Workers, Cleveland, Ohio 
June 12-14: Tennessee State IUC, Nash- 
ville, Tennessee. June 13-14: Washington 
IUC, Spokane, Washington. June 
22-27: Communications Workers of America, 
26-28: 


ance 


State 
San Francisco, California. June 
lowa State IUC, Ottumwa, Iowa. June 29- 
July 3: American Newspaper Guild, Boston, 


Massachusetts. 


Lewis Proposes Repeal 
of Wagner and Taft-Hartley 


Mine Workers’ leader advises Senators 
to give management and labor a respite 
from government interference in bar- 
gaining. 

President John L. Lewis of the United 
Mine Workers proposed to the Senate Com- 
mittee on Labor and Public Welfare con- 
sidering amendments to the Taft-Hartley 
Act that the entire law, plus the Wagner 
Act on which it is based, be eliminated from 
the statute books to give labor and manage- 
bargain without 
The proposal has 


ment an opportunity to 
government interference. 
attracted wide comment. 

“Let the mine workers make a proposal 
to this Committee and to the Congress,” 
Mr. Lewis said. “It is this: Since manage- 
ment has cried out so sorely against the 


Rank and File 


Act and all the manifold injustices 
alleged to be therein, let them 
now join us in repealing the Taft-Hartley 
Act in toto, lock, stock, and barrel, including 
the Wagner Act itself, upon Taft- 
Hartley is founded. This would give to this 
country, its employers, and employees an 
opportunity (in light of our joint experiences 
under both Wagner and Taft-Hartley) to 
practice tor a season true, Iree, and genuine 
collective bargaining without governmental 
interference, free from the brooding shadows 
all bargaining 


Wagner 


contained 


which 


which presently hover over 
tables. 

“The proposal is The 
ever-rising tide of industrial strife in recent 
years and the repeated governmental inte 
ferences, both past and present, under exist- 


bitterness 1 


seriously made 


ing law, and the engendered 
thereby in all segments of our population, 
justify the Congress in stripping the statute 
books of both the Wagner and Taft-Hartley 
Acts. Leave the Norris-LaGuardia and the 
Clayton Acts as the Federal rule and guide 
in the field of relations 
Let it be tried for a period of time and then 
dictate to a 


labor-management 


the voice of 
future Congress what, if any, legislation is 
needed in this field, or indi 
cated in the public interest.” 


experience Can 
which may be 


testimony before the 


labor 


Elsewhere in his 


committee, the veteran leader lived 


phrase 


federal 


up to his reputation as a colorful 


criticizing the current 
The 


indicate that 


maker in 


labor relations law. following excerpts 


from his statement he was at 
his vitriolic best 


“The 


today 


mine workers appear before you 
more stanchly than ever before of 
the firm belief that the Taft-Hartley Act 
should in its entirety be repealed, cast aside, 
and held for naught. It should be forgotten 


in Our opinion as an evil, political mental 


aberration, form of hysteria and fanned into 
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Former Senator Robert F. Wagner of 
New York, powerful friend of organ- 
ized labor, is dead. He would have 
been 76 years old this month. Among 
the many social laws he sponsored: 
the National Labor Relations Act, 
the Social Security Act. 





being by the selfish and shortsighted pro- 
fessional antagonists of labor. 

“The employers of this country in their 
desire to stem the long-delayed tide of 
progress being made by their employees 
toward unionization, self-protection and 
betterment of their lives and the lives of 
their families proclaimed the evils of the 
Wagner Act, averring it to be filled with 
injustices. They instigated the most gigantic 
program of inspired false propaganda which 
this country probably has ever seen, and 
finally riveted the iron collar of the Taft- 
Hartley Act around the necks, bodies, and 
souls of the American working people. 

“When the Congress stampeded, as we 
believe it did, and took that tragic step, the 
Mine Workers then declared their position 
and we repeat it today. We said: 

“*The Taft-Hartley statute is the first 
ugly savage thrust of fascism in America.’ 

“It is the ugly recrudescence of govern- 
ment by injunction.’ 

“‘Tt creates an inferior class of citizens, 
an inferior category and a debased position 
politically for the men and women who toil 
by hand and brain for their daily sustenance 
and to safeguard the future for their loved 
ones.’ 

“We repeat those statements now. They 
are as true today as the day when uttered. 

“The basic discriminatory, punitive, re- 
strictive, repressive, compulsive, and op- 
pressive ingredients of the act remain... . 
Even if clothed in amendments as varied 
as the colors of Joseph’s coat, this act will 
remain a thorn and a spear in the side of 
American labor. A liberal application of 
cologne or a generous sprinkling of Chanel 
No. 5 cannot and will not deodorize an 
otherwise odorous creature or make it a 
more decent or useful animal. Strong lan- 
guage, one may say. Agree, but in all 
seriousness the time has come, it seems to 
us, to speak the unvarnished truth as we 
see it. 

“This statute has loosed upon American 
labor difficulties and harassments 
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more 


than there were evils released by the open- 
ing of Pandora’s box. 

“Much has heretofore been said about 
the financial registration and Communist- 
affidavit requirements of the act. To the 
mine workers both requirements are gratui- 
tous insults born of suspicion, enacted in 
anger and haste, and calculated to bring 
about results utterly foreign to those which 
its sponsors publicly proclaimed. 

“To require the registration and filing 
of financial statements and all the red tape 
detail required by the act and the regula- 
tions promulgated thereunder is not to pro- 
tect union members. It is simply a device, 
on the one hand, by accuse 
unions in general of dishonesty and, on the 
other, to secure information to be used in 
weakening or destroying a union. It is 
iniquitous and on its face condemns itself. 


innuendo to 


“As to the Communist affidavit . . . no 
statutory affidavit can by its mere execution 
by a Communist change him into a good 
American citizen—so why enlarge and ex- 
pand or continue upon the statute books 
such a ridiculous and insulting requirement. 
You may just as well by law require that 
every citizen must purchase from the United 
States Printing Office and upon his 
back a placard proclaiming ‘I am an honest 
man, Diogenes; I am an honest man.’” 


wear 


That's Right, Senator, 

You Voted ‘‘Wrong”’ 
CIO News labels Senators according 
to the way the union sees important 
issues. 


An interesting way of labeling Senators 
according to the way they vote on matters 
on which the CIO has taken a stand is 
employed by the CJO News, official weekly 
of the federation. The “right” or 
“wrong” are used to identify the way each 
Senator voted, rather than the more prosaic 


wi yrds 


“vea” or “nay.” 

The May 4 issue of the publication, for 
example, reported the upper chamber’s vote 
on the long-argued coastal oil lands bill. 
The position of the CIO was that the fed- 
eral should retain control of 
the oil lands. 
was therefore a 

A list of the Senate 
given. After each name was a letter desig- 
nation which was explained by the follow- 
ing sentence: “In this chart, W means a 
wrong vote to table, R a right vote against 
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government 
A vote for the winning side 
“wrong” vote. 


membership was 
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tabling, X paired wrong, Z paired right, A 
absent.” 

Since many important issues are decided 
by parliamentary maneuvers not always 
understood by the general public, the system 
seems like a good one. In the case of the 
oil lands bill, the key roll call was on a 
an amendment modified by 
motion carried 
that 
lands in issue was re- 


motion to table 
another amendment. The 
56 to 33. The 
federal control of the 
jected, and this was briefly explained by the 
News. Probably much effective and 
easily understood by many of the readers, 


R, W, X, Z and A labels. 


practical result was 


more 


howe ver, were 


Pre-Model T Payroll 


Here's a 1903-vintage oddity, Ford's 
first weekly payroll. 


Just 50 years ago thi 
Motor Company, then a ti! 


month the Ford 
y enterprise with 
up its first pay 
ending 


only seven employees, made 
roll totalling $85.23 for the week 
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June 20, 


averages 


the weekly payroll 
200,000 
employee roster has 
than 168,000. 


1903 Today 


about $17 million weekly, 
times greater, and thi 
been increased by more 


Rank and File 


of the document reveals 


scrivener’s ad- 


Examination 
some interesting facts. The 
dition and multiplication are correct. He 
rounded off the amounts paid to the nearest 
cent in four instances 

The order of names on the roll appears 
to follow no pattern: They are not alpha- 
betical nor in the order of rate of pay. 
how the 


It a be interesting to know 
; and the 


number of hours of work per day 
hourly rates of pay were settled upon. For 
four of the men, the standard work day 
was 8% hours; for the other three, ten hours 
The pay rates are so diverse that one is 
tempted to assume that the men worked on a 
flat rate per week, and that the bookkeeper 
or timekeeper figured backward to arrive 
at the hourly rate. It should be noted that 
the highest paid man received 30 cents an 
hour, and the lowest less than eight cents. 
interlineations indicate that 
as not paid for the extra 


The overtime 
time and one half w 
hours worked 

Unanswered in the roll are a number of 
human interest questions. Why did Dege- 
ner and Wanderse¢ be gin work on Sunday 
ahead of the others? Why did they work 
seven hours overtime on Monday? Did this 
Degener that he lost two 
Tuesday? Why did Young 
work on Friday? And, 
Wandersee doing all by 
for an extra hour on 
speculate that it was 
putting himself 
but taking 
Boyes, 


extra work so tire 
hours work cn 
lose four hours 
finally, what was 
himself on the job 
Saturday One might 
he who made up the payroll, 
all those who earned more 
that he was lowly 


be ke Wo 
care above the 


who was perhaps a menial 


that the wages paid 


rkmen were 


concluding 
Ford wi 


Before 
to the meager, 
consideration should be follow 
ing data from the United States Department 
1903 the average hours 
worked per week in all manufacturing in 
dustries, 57.9: average hourly earnings, 
$0.236. For unskilled labor, hours 
worked per week, 58.1; 
ings, $0.165, 

The seven Ford employees worked a total 
of 403 hours for $85.23, an average of $0.211 


(rounding off in the manner of the 


pioneer 
given to the 


of Commerce In 


average 


average hourly earn- 


per hour 


payroll penman). If the low-pay Boyes is 


the calculation (maybe he 
worked 


average of $0.231 


with the 


removed from 


was an errand boy), the six men 
352 hours for $81.23, an 
per hour, comparing favorably 
national average at the 

Also, in the event the 
to indicate that all workers were underpaid 


remembered that 
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time, 
above figures seem 


in those days, it must be 





Clyde M. Mills is the new Acting 
Director of the Federal Mediation 
and Conciliation Service. His back- 
ground combines long service in 
government and experience as a 
trade union official. A printer by 
trade in his earlier days in North 
Carolina, Mr. Mills was elected presi- 
dent of his local union in 1930 and 
held that post for 4% years. He 
has been in conciliation work since 
1942. In July, 1950, he was made 
Assistant Director of the service he 
now heads. He is 52 years old. 





living costs were considerably lower then 
than now. A matching of three Bureau 
of Labor Statistics’ indices will show how 
the cost of food, for example, has risen since 
then. In 1903 food cost about 75 per cent 
as much, at retail, as it did in 1913. In 
1913, retail food prices were about 80 per 
cent of the 1935-1939 average. In 1939, re- 
tail food prices were about 42 per cent as 
high as they are today. This necessarily 
rough calculation, because the indices have 
little in common except that they are all 
concerned with food, would lead to the 
conclusion that 1903 retail food prices were 
somewhere in the neighborhood of 25 per 
cent of today’s costs. 

Ford’s original staff, then, was compara- 
tively well off as far as wages are concerned 
—always excepting poor Mr. Boyes, whose 
$4 a week couldn’t have gone very far, 
even in 1903, 
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White-Collar Earnings Lag 


Report shows industrial workers’ wage 
gains exceed those of clerical and pro- 
fessional employees. 
Earnings of clerical and_ professional 
workers have increased in the past few 
years at a slower rate than those of produc- 
tion workers according to statistics compiled 
by the Federal Reserve Bank of New York 
and quoted in the AFL News-Reporter. Dur- 
ing the year ending in February, 1953, 
workers in manufacturing industries increased 
their weekly pay 6.4 per cent while white- 
collar men and women gained only 3.9 per 
cent, 

Since 1939, the spread has been steadily 
widening, the report revealed. Weekly pay 
in the construction industry has increased 
206 per cent; in mining, 204 per cent; in 
manufacturing, 198 per cent; in public 
utilities, 127 per cent; clerical and profes- 
sional workers, however, have enjoyed an 
average pay increase of only 112 per cent 
since 1939. 

The News-Reporter drew the rather ob- 
vious conclusion that collective bargaining by 
unions is responsible for the relatively ad- 
vantageous wage production 
workers. There is extant, however, opinion 
to the contrary. 

Some economists have said that 
and collective bargaining have little effect 
on wage increases. A recent example: 
“There is considerable evidence that in the 
United States bargaining tends 
to retard wage increases when strong infla- 
tionary pressures are present. One 
kind of evidence is provided by comparisons 
between wage movements in unionized and 


position of 


unions 


collective 


nonunionized sectors of the economy. These 
show that since 1939 most of the nonunion- 
ized sector has had relative wage increases 


equal to or exceeding those of the unionized 


sector. Other evidence shows that many 
recently unionized industries fared worse 
relative to all manufacturing during the 
present inflation than they did during pre- 
vious inflations before they were unionized. 
Collective bargaining in this country pro- 
duces these primarily because it 
sets wages for a fixed period of time in 
most cases. It therefore reduces upward 
wage flexibility.”—Albert Rees, “Long-Run 
Effects of Full Employment on the Labor 
Market; Wage Levels Under Conditions of 
Long-Run Full Employment,” American 
Economic Review, May, 1953. 


results 
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A LOOK BACK 
—to June 2, 1924 


% 

For NEARLY half a century the 
Congress has been interested in the prohibition of onerous 
child labor and the regulation of all work done by children. 
Senator Beveridge introduced the first bill on the subject in 
1906. By 1916, a child-labor law was enacted which effectually 
established federal regulation in the field. The statute took 
effect in 1917, but lasted only 275 days. In Hammer v. Dagen- 
hart, 247 U.S. 251, decided June 3, 1918, the Supreme Court of 
the United States struck down the law as an unconstitutional 
attempt to regulate interstate commerce. In 1919, Congress 
tried again: The Child Labor Tax Act was passed in 1919, but 
in 1922 the Court declared it unconstitutional as an interference 
with a matter within the exclusive jurisdiction of the states, 


under the guise of a tax. 


No CHILD-LABOR LAW, it 
appeared, was going to get by the Court. Therefore, on June 
2, 1924, Congress took the only other way out and proposed, by 
joint resolution, the following constitutional amendment: 

“Section 1. The Congress shall have power to limit, regu 
late, and prohibit the labor of persons under 18 years of age. 


“Section 2. The power of the several States is unimpaired 
by this article except that the operation of State laws shall be 
suspended to the extent necessary to give effect to legislation 
enacted by the Congress.” 

(Note that the amendment, if ratified by three fourths of 
the states, would not be a law; it is merely an enabling act em 


powering Congress to pass child-labor legislation.) 


W HAT HAPPENED to this amend- 
ment? There was certainly no rush to ratify it. Up to 1933, 
In 1933, however, 


only six states had given it their approval. 
there was a rush to board the ratification bandwagon—14 more 
states were added. In 1935, four more approved. In 1937, an 
other four. Since then, none. All told, 28 states of the 36 nec 
essary for ratification are on record as being in favor of the 
amendment. 

It is interesting to note that the issue is still alive although 
29 years have passed since June 2, 1924, when Congress sub 
mitted the child-labor amendment to the states. This is be 


cause the resolution proposing it contained no time limit, 








